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_ - ~ r~as ( 1lambers. ~

.(eat G1eorge4 treet,

TyP WCCP ,5th ecember, 1947.

Dear Roger,

I spoke to you over the telephone. I think you ought

to know what is in our minds about put Ming Palestine out of-

the Sterling Area, blocking their balances, etc.

I feel this is a subject on -which the Treasury must

put forward their view and it vould be difficult to make a

single Paper which would reflect fairly the difference of

noonroach between the Treasury andnerhaps the Foreign Office

or other Denartwents.

Nevertheless, it would be of great value to me to

have a re-action from you to the Paner as it stands. No doubt

all this will have to go to Ministers and we ought to lighten

their task as much as we can by previous disclosure to one

another of our several points of view.

Perhaps you would let me have a word when you have

had a chance of looking at this.

Yours sincerely,

Roger Makins, Esq., C.M.G.,
Foreign Office.



Sir Lminefted

As yoa ktow I aaesn the point of inbhit tiug a Paper abost

the steps necessary to deal with the alestine Sterling mslans,

membership of the Sterling Area .tW. This paper had been baset

on the assumption that the eweation of Palestine by R.V.G. w3ld

leave more or less a vaut with no established Oovenuent or

nte for wme little time. In those eireumstanees it

appeared right to reeeen-

(a) the removal of the whole of Palestine frm

the Sterling Ares;

(b) the blocking of Palestine aterling balances

subject to such releases as we sght

unilaterally think fit to wake.

The situation is no change b the possibility thwt some

nited atons organisation will be responsible for the adnitration

of Palestine after we resign the )taste. There w'y still be otditions

aioanting almost to abase; Zut it may seem advisable not to ignore

ocspletely the united 'ations "responsibility* for creating, fairly

qaiokly, stable conditions, including the setting up of one or wr e

adinistrative orpnisations with whom we could negotiate.

In these otrousta T ae snf mre paraded than ever that

Palestine sald be removed from the sterling Area before we regn

the andate. The whole essence of the sterling Area is that we have

se measure of control over the eatlying parts, except in the cas of

the Dxmdnions where we look for voluntary co-operation. We scald

certainly have no control over any form of new administra ttn now

contniplated; and we sinaot rely on their effective oo-peration in a

technial matter of this sort, where very close administration is

needed.

As regards blocking Palestin. sterling balances, onw. they

are out of the area, th question is Ices easy. Tfi we do not take this

atop Talesttne (unlike, e.. Tna, gvot or Iraq) will be able to

opend all her sterling freely in any part of tth Stering Area,

'including,



.-e]dg. f...se, tbe. T. ( r .o.em .a3e s,, e.g. te.e.th

Afrtes). The relt might be tat owing to gaevl unrest Oring the

transitiol pared Paflestine would fidA hertef unable t export an

anytbigs ike th pre ant seals; she waid be deprived ot the

Uarge aenta of sterling new brought in by our trops et; and as

a rest eight ran a sesaiderable defi t with the U. . iea hbe

*IMt seek t uer good by drawing down her sterling balanose.

These balanoes have fallen sharply sine epfiber 1946, whw

they were abent L2 2 uillia. They are now o a tituted approzintey

as folowe (3th O bser, 1947) -

arreny aa9 alings...0f........ 44.2

Cramn Agents aae .................. 30.7

commer tal bearin.. 451

TyAL.... 0-0.8

The above fuseinol de these for Treansjerdan whib ar

pretty x+11..l.

Tn all the eiresmtanes it will be represented from the

political ang le that we-ouht not to be in a hurry to block thse

ba lancs. tWe shall be told that, If theetosa antation to which

ween talk,w en arn the veery ftoreibly that they must so reg ulate

their Impart valley that they de not in faet daw easly upe khse

balasees, and that it they do, we shall bave to take prant and vigmou

action to put a stop to It. te may be accused of sabotage if we hasten

tblook the balanees before It is definitely prame that they are being

used tn a a amul to us.

The Treasury must hame regard first to oar on interests.

Pule etina balance.ahave falle a sme A2, illion in thirteen mnts, Of

iehti 54 milliesnas during sotber 1947. It to v"ry difficult to

avoid the eemnlsica thaet e shall have to bleek thee balanes sooner

orrl:eater, by agreement or unilateral3y. Ise may lose considerably fit we

wnit until there 1. a stable amiMistratio with hmen we can reoh

an sreement. torover, aetion at a later stage may be inteirweted

/as



4

AS hostile atin, hereas if w c t early it Oan fairly be

represented as areaationarY me.ure.

I e wre to act beftre we relnuish the anate, it mld

have to be by a general blooking uner Regtation( ZA. t e . * i 1 '

o lease thereafter considerable for WOrki:g baaeo of the

aletin benks te., and on this we ahld need advice tram the ank

of Eand. An arega rd the rrency .ar, 7 au ppose to regr4

it as still resident in the Stritng Area (it is in feet in londo)

and allow it by general licen e to reem for sterling rotes presste

to it by residents in Palestine, but the dmptofln soney mi

pi only by redit to a blocked aecint. Tt io very important to

retein cofidence In the ourrency by cnt:mlV to wake it onvertbl*

in nnd on into sterltng, and it is perhaya vnly a seaom beet to ay

h redemption money into bleiked aocrunt. i I feel trongly that we

ant afford unrequited exports to Palestin:eM uan et wrote enrselves

ezaetly as w have teted .arselve ginst Egyt ian pouns, fbr

ase i being handed in to the national Baink of gpg tbe turSd into

sterling in oinon.

reoendatien is therefore to ^at in aauee of 1. e

the andate as reawds re71eofn Palestine trom the Ster]ing :-es.

As re.rds the bloeing of balsnoes, beble that e sant sot in this

sy sooner or later and th-e question for detsi.n is whether we shall

be xaesd of sabotaging the new set-up if atto s e of tabl.

Ny iclination is to say tabet e shall be aused in either event

and had better play for safety acting early.
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With Sir

t 3.,/47.

S. Caine's compliments
1Oth Dooerriber, 1947.

.-C , '.. ft # '
f- J ;r ^

Ty dear

0 0lV8X'S,
A nglo-a
anxious

ern e st,)

I attach a copy of a note of a further
tion I have had with hoofiion and Itorik of the
les; t ine. As thi makes clear., they appear very
to have further discussions about the future

position in relation to the sterling area of the Jewish
dtate, but we felt able to do no more than draw attention
to the delicacy of our position in entering into such
discussions at the moment and to promise that we would
consult the other interested .ep artcents.

Sight perhaps add by way of further
elucidation of the note that in discuosing th uIture
relay tionship to the sterling areua, both .ioofien and I were
careful not to talk in term of ,a ainpale choice between
membership and exclusion. Hoofien himsel referred to the
somewhat different positions enjoyed by individual remrbers
of the sterling area group, and we talke..A therefore in
general terms which would cover various different grades of
membership. I have no doubt that HIoofien and his
associates are at present an..ous to rernai. within the
area and might be prepared, to go a long way in submitting t(
*onditioni in order to retain the form. of meber vhip.

Gutch men tioned this conversation to :. or man Young
after T nd ay's meeting of the Overseas negotiation
Uomrittee Aub-Gomnittee, and you may, therefore, lread,:
have given some thought to Hoofien' s request. ,,nyway,
could you let us know as early a convenient what answer
We should give himl

Foreign
Ofice

I am
r ice,

view.

sending a
who will

copy of this
no doubt lot

to Burowsh at the
us have the Foreign~

Y; urs sincerely,

0

-4
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-o

C
0

C,

O

at

.f 4a U~ b, M. , .B., .".G



NUTE OF CONVER at-ION NITH 44. HOOFIE N.ID4

M r . H oT M1-f p r e f a c e d h i s r e m a r k z w i t h a

dissertation emphasizin:. tha t ro that the future of

Palestine had been decided by the United ations

there was no reason why any resentmient which might

have o:istd between Groat Britain and the Jews of

Palestine should not disappear. There had already

been practical indications. that it would do so.

Turning to the- situation with which we are rvw faced

in Palesting, he assumed that during the interim

period prior to the assumption of authority by the

U.N. Oormission things would carry. n iwuoh a before

and there was therefore no call for discussion.

Subsequently the Comnission would take over and

would then pass on autority to the successor states

and the 2 economic Board. There would thus be

a more or less orderly transfer of authority.

He imagined that there could be no question of estab-

lishing a special currency during the interim period,

and that the date of the termination of the Mandate *

would not be in the immediate future. Liay had been

mentioned, but he was not sure whether this was an

official announcement.

Mr. Gutch confirmed that the date had not yet

been officially announced, but immediate termination

was not now likely and, so far as we were concerned,

we hoped that an orderly transfer on the lines

indicated by sir. Hoofien would be possible.

,r. Hoofien said that the question then arose

of what was to hapon after the hand-over. The

,alcstine c urrency Board could be main tained or it

could be abolished or modified in constitution.

as regards their fltture relationship with sterling

/the



17.
the Jews could not afford to wait on others.

The relationship was an importarnt one to them and

they could not consider "wvialkin, out" on sterling.

Their economic support would come largely in the

form of dollars: the ,rabs, too, would come in

for considerable dollar support, if they were

reasonable about things, Pals tine would therefore

not comas a beggar to the ncgotiatiaon.s for the

agreement which would be necessary to settle her

relationship with sterling. They realized that

some sensible arrangement would be necessary in

regard to the sterling balances which they held.

Jir . Gaige agJreed that it would be necessary

to roach an agreent ins regaurd to the future

relationship of A'alestine with sterling, but this

had become a ratter rather for the Treasury in

eusul tatiun with the bank of ngland and the

Foreign office than for the colonial Office.

as regards the Gurrency woard, there would have

to be currency arran eein s in the interim period

and the k urrency )ora uwoulu therefore presumably

if it carried on for any long period -
carry on, th.ouh/its constitution would probably

have to be mudiiid somewhat to iiseet the changed

circuistances. ThIe continued operation o the

Currency oard. woula. however immediately raise the

question of its sterling transactions which would

have to be coordinated with the general arrangements

to be iude in regard tr y;aJ.estino's relationship

with the sterling area. The latter question

would be primarily one for the Treasury. There

was also the U.i. omiss:ion which must be taken

into account since i t was with the Comai5sion that

negotiations on theseo and other rattera would have

to be conducted. The position was in fact Oxtr emely

delicate and we could not very woll conduct anything

/in



in the nature of discussions, behind the Conission's

back, wi th these who after all represented only

one of the ales tine parties concerned.

Mr. Hoofien~ said that he fally appreciated

this, but the fact remainL ;ed that they were most

intir.a tely concerned in thio particular questionn

and had a contribution to make on it. .L that

he wa: ;-:es tin, xs paroly exploratory talks

and he was fnxiouo for s;iEtance in contacting

the particular people with whom such talks could

usefully take place ut this stage.

,ir ,. caine repliec that this was a delicate

matter, and,, as he had pointed out, the colonial

office wer nout n prirerily concerned in it.

He would, h owever, ccons ider M.r. Ho4o fien' s suggeotion

and lot him know whetherer anything was possible

in that direction. He suggested tentatively that

discussions with all the major Banks operating in

Palostine ;.ight provide a means of giving a
0

suitable cover for what r. Hoofien had in mind.
a

£ir. Hoofien said that he thought that the

inclusion of the other Banks would tend to complicate

the issue. Their approach had been made not as

Bankers, but rather as the Jewish agency's advisers

on currency questions. He would possibly be

goirn6. to the United ,tates in about a week's time, £

but was not yet sure of his moverients. He would

let us know when they were more definite.
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Please see
Mr. Playfair to

the
Mr.

attached letter from
Treve lyan.

We now require a statement of the Foreign Office

view on the point raised in paragraph 2 of
Mr. Playfair s letter. I do not think that Eastern
Department are very greatly concerned with this

issue. We shall have, of course, to maintain
friendly relations with any Jewish State that is set

up but I doubt whether a technical matter of this
kind will greatly affect such relations. It should be

possible to reach an agreement by negotiations, if

necessary.

The immediate problem is whether our proposed
action in this matter runs counter to our obligations
I.A.R.A. or could be represented as a failure to give
the Jewish State a fair share. If so, we might be

involved in a controversy with the United Nations
Commission for Palestine. I suppose it may be held
that Jewish propaganda in America would make tise of
this handle.

Eastern Department
will in any case be grateful for comments on the
reply to be returned to the Treasury,

( /r
Ilb. V U

RefugeeI
E conomic
German

D

J.G.S. Beith.
20th December, 1947.
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OVERSE P 2 NE2GO)TIATIONS ~ CUI~ii'IITTEE

REI ORT BY 'TE \/CRKING PJRTY ON PALESTINE

Notb by the Secrtar

I circulate hierewith for consideration by tle
Committee on Wodnesday 9 17th December, the Report by
the Working Party on Financial and Economic Ques tions
an sing from the withdra.al of British Authority from

Palmstine .

x .i. WILSON.
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FINANCIAL AND ECONOMIC QUESTION ARISINJ\G FROM THE WITHDAWAL
OF BRITISH ATIPORITYFROLI PALESTII

Introductovr.

1. The OvOrsea5s N o tiations Coc:mitte were asked to prepare,
for consid orn tion by Minis t ers, a. coaLirehens iv e pap er on
financial and conormic questions3 arising rut of the withdrawal
of British author ity from Palesti n. (C.M.(47) 93rd
Conclusions ,.inute a1)
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3. Very broadly the United 4Nati ;ns Plan provide: (a) that
th manda tory n-ower s shall hand the adrminis tra tion of Pales tine
over to a COnnission appointed by the United \Ftio fl w 'VThich shall
establish Arab and Jewi sh States and an international state in
the City of Jerusalem: (b) that these States shall be united in an

e onomic unio n ' ' PaL stine -n:ng whose principal ob j ac tives
will be a. Cus tons Union and a Joint Currency sys ten providing
for a sitnlo fon. exchange rto: (c) that there shall be
established a Joint Econrmic T rd, whose functios will be to

imlemc nt eithr virectly T or by delegation the meOL'a sures
necessary to r lis the et jrc tives of the Economic Union.

Unti,1 tlh- JcInt ccna1icTBoard is func tioning (if indeed it

ovrC does) thie U'nit Nti* Cornmissi.on will have full

responsibilit for inanc.il and ecoroiTic administration.

GENEIi RL INifiCUL( KQUETII OTUS

Numbership of Starling Aron
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It has tube
Sterling .LArea on

decided wh e ther PalesOK1 ftine

or before the teoriination
s hould
of the

idave the
Mandate.

The basis of the sterling area system is that each remember

is responsible for exchange control (including import policy)

in itsown territory. Decisions of the local control are

automatically endorsed in London and it would be quite

iupracticable for us to attempt to vet any large number of .

individual trans actioCn 9 hs, or to enforce unilaterally aiy limit
on a member country' s hard currency eCpoditure..

0

~--

_a

-R

r

-i

0
2

O

P

A!
x
r-
c)
O

0

O

P
91

L7

2-k

!



2

In the csse of the Coloni:ls Ie cn and do issue
instructions on exchange c( ntrol policy and practice. v 1 ith

the Dominicns we have to rc'ly on voluntary co-operation.amd -a

willingness s to r e;iv,_ guidance or' London on major ques tions.

With. Iraq we have a more formal agroC.eent, limiting their

foreign currency c:xvne nditur . If a member does not come

up to scratch and persistently ig1res the precepts of London,

the only r.n dy is to put it out of the s tErling area.

J,L- 4h

'el Unitr-Cati ons C nnis i 1 lkinws nots hind i f . stxc a
Connt1;r ol :diitrmaion n t rn rea l i ner.s , and is mst

unlikely to Se eYa to eye with us on policy Oven if it cid,

its adrninistrativr. machinery will be inadequa te. Wecould not,

.. hr r efor relI tr i t to o a--.opra te i t h us ffoc tiv: ly at a

tie.: when , in ric 2cf cur critical dollar position strict and

pacralll adminis trn ti f 4 xchange control in all parts of

the sterlin 'rP.: i vital for the area S survival.

The Tr aury Lterf.r a pro:nse to s :k Liinisterial authoity

to arrani for pal's tin2 to le ave the terl in erea b r. or we

, sin the mi It nd the Committee see no objewticD to
-~ ~ ~ nnn sho 

. .- 4-I- ri ch lV ( '-

this p.posal.
takeplace must t

C discuelt t h pt s a i
do dscussod ulit tE r ese nt adraini str a ttion].

Trans jordan

rans j)rdan o n
cirrency. If Pals
virtually impossible
w1~hile she was using

nt il ne continued to use pales tine
-~ -~ t w~ u ar'il2 h

2r Trans jordan to remain a member
the same currocy. If thorofore sJ

"nr p .. tic

_.L i ;,

b10

i rrtt ri n
i t i sd ir_i thatshe --sh ul) d whn Pal9esvtihnn- 1 av LT

she will hay' to have different currency :.rra ng :n.1l1t Vt

is underst" th t h Ta rq e r alnt (ith
casiir±athI t~'0 h <the Ir :qi G cv or nm§ nt i t

a v i e ri tn - rs di na s ins t a d of Pal as tin un ds
T cch t. u nh ithin shor t tim e, fnd would be the most

i ,mall ( ' ctc 1 i u wo

be an ex travn 'Y nc o. . oar m' a tchL ''i l'~ Ef~ ~1 b
i m p o r t l c s i r ly t 1 . n .f " ) t ti h y c a o n t h i s . w y

I T r- nY j r Vo n r to u n .
1 fi

i t eul >; v c' ' ~ n :e with the Trans .jorda.n

utt iI n u.c ti m of imrrt liconin a( the

ti"hton n xchLn control.

T h. rvt r I i tur . o f. llus tin

would n o.t r ;; tric h to r" 7
i n any p ert th f ri a
within the W(:r..* to the rfric

balances ul ] till be a

from the UnitUd Kindom.

A=t J)
Trans j
to tal)

th Oc
}rdan

wre ~

u ( ) . 9 1 r / s

(th; latter
c ns ti tut a.

llruVI the sterIling ar ea
eCd all hor t.:ring

to vmore her bala ncms about

. T whole of the
r- t tr1-kct unrea 1uit cd exports

the a t.Srlin bal anceS f Pale tine
1 ii ''-l s mall proportiJL~ of

ar(}e'1-ing o l soosf
appoxrlo0ey ~- '

2 millio11

Currency
Crown Ajants Funds .

Coanrc il Banking funds

Loan 'to His L jas;ty ' Gcovernnant

Tota.

44.2
10.7

0.6

100.8
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8. At 30th September, 1946 the total was about ,120
million , so tha t there has been a reduc tion of 20 million
ov :r 13 months of which 25P3 m1illinn was during October,1947.

7e are not yet in a position to tell how miuch ->f, the decrease
during the las t fw 'weeks is due to pa&ymelt for impor ts and
how much, if any, to switch Af capital t. )ether p r.ts .Jf the
sterling area in :mticipation of essible blockin>'.

9. During the transitinal period the balances (if 1eft
free) mus t b eoxpec "d to :all evem Ir'e sharply, since

neral unrest in the country m. ;rht reduce exp or ts frn
Pales tin and C)coo id ercL l 1 7cat .ri. inr ec aip ts from

Br it i(sh m.ili r ex and iture would have come to an nd.

10, Inn, -ir wn int rt, ther fre, alestinois sterlin.r
should b 1 Klrcked {:t -n rly Co. for the saeri reason that

t he 1 al c fJ Ili , t ypt and IPaq wer a hlok ed. If' this viere
not done it would be to the. detriment of Palestino as well1as of the

LUni Cd Kin 'l be it would .issi a t resources vhich the
suc csor' ovrinmonts would rr uireI for more sen SS tial'r1

lo t rr:71 VrpIos s. Thore' i s adrittdly the political
ob jec ti .. , th at , i] w 1o this .t t nce"lct) with ut avi1ng the
interim admi::istra tion time tc sh'w whether i tc cn r a ry ot. t

'm ipor t psicy that would n' ot r sult in a sius drawinc
Cw f th ;..lnes7, we may >e'accusad of sabho ta. The

fig r( s for the last few weoks should enable us to doumstrate
tha 1 1 ; sneces fo'r us to take early ac tion1 purely as

safeurfd foi urives and tha t no political d iscr inination
is intenae..

11. The .Tr. sury th reforo repose t. submit a case for
fr cezin: I 1 s tinian cub jec t t suffic ncit releases
to C)nble trado to co)nt ifnu:. , and the; Comini tt a see nn;

o: joc:ion t. this propos..

C urr oncy Bcar'd

1?.
u nir 1

f a cianre in the currency
:is f'unc tia nin+. Confidence

t'I J ! . i; .nt

the pr snt cuirr.ncy ch uld r. roteitnod .y con.tiuing to
i t Con'vrtibl i nitn ."rin; even th. ,h (if we freeze

S1anc as) w n s b havo t :insis t t ha t rodterniton oilyl
au :'K i blocked n a co un ta otherwises e this would

loO-hl in c m lfck in nnr nt s)

ma
in

ke

b (a 1

13. UL s L:uld n .th t. c:; p.s t- re rcd the Currency
Bo rd as ill r Vidont L tho sterling 0rea (it is in fact

in Lnde-n rJll it " _.'y n.i l icnce t. redeeTi for
blocked tIlini n1  u prn. td[ tV 1t in London by
r'c,o(idenittu in 1' tin'.
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The
these

Treasury are seeking Ministerial authority
proposals.

Recommendations

that decisions on these general
15 . sey ijtj L..LL) '-''-'J- '.J'-"U-

financial questions will be taeikn and implemented immediately

and before negotiations with the United Nations Cormnmissi.on

are begun. This will avoid any possibility of

embarrassment through the Commission suggesting a

different course from that decided on by the United

Kingdom Government. It is recommended that, when the

Commission is established and discussions on financial

and economic questions begin Sir A. Cadogan should:-

(a) inform the Commission of the decisions as to

membership of the Sterling Area, blocking of sterling

balances and the Currency Board which have been taken

and the reasons for them;

(b) suggest that the Currency Board, should continue

to operate until the Joint Economic Board had been

established, since under paragraph D8 of the Report

of the ad hoc United Nations Cormnittee on the

Palestinian Question this Board shall be the sole

issuing authority;

(c) if the Commission raises the question of the

disposal of the assets of the Currency Board say that

insofar as there should prove to be any surplus assets

these will be tronted in the same way as any other

assets of the Palestine Government (see p.araL. 31 below);

(d-) if the Commission ask for representation on the

Currency Board, say that' the United Kingdom Government

would be prepared to consider this reqist.
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ASSETS AND LIABILITIES

Fixed Asset1s in Palestin. . ..a..,.

Details
Service

of
a r tme

vailu cof the
nts i~n Pales~

fixed se:; stS-
tine Jv. been

the Middle East but tLi s i nforation has

received. It is believed that the bulk

sited on requisitioned, hired;:i and expropDI
these assets are of military valu onlyI

considOrtable civilian-1ce value. The
ondeavouring to soll the assets which ha
on freehold land, but alos of acsots f c

si gnificance vwi 11only be made with the
Palestine Governmen t.

constructed by
rcaustOd from

not yet been
of t he as sets are

ri1td land. Many of
but ot hors wouli a.have
Sorvi ce Do partnints are

Ve ben constructed
ma2 1 jro1itica2l

concurreneof(41 the

17.
ter
but
or
b2
be

In the absence of th( repC)rt ref
It"tive estimate of the value of t
;the salvOUge v lue of assets const
expropriatedd l ndL is boli ved to

million and theo valuc to a willing
substantially higher.

erredK to,
he ssts
ructed on
be of the
purc ha ser

only very
can be mado,
hired, requisit
order of

woulld probably

18. It is th vi tw of the Falestine Government that if

titles remain in thcir present form, i.e., vested in the

Hi g h CommissiC)nor, tere - ight be a difficulty in assorti

tho r ihts of the Srvic Depar tont of His Majestys G overnmrnt

in this land after th. termination of the andate when the

office of theiih .Cmissionar will presumably cease to

exist. This~ lanid w/as vastcd original lly in the Cih
Commissioner on bhlf . o the S6rvico DIepartraents cncernocd,s

presumably to vorid any motion rising r of. choll eng unccer

Article '5 tf the Madate, but it soms elor b~h t t

prOvisions of this articci dere not intended to1rclado
orLinary cqCuisition lf ivate rights to lnd, of . leases
g ranted to forei ;n consulate and the Lritish Lrmy in

Palestine.

is the
and mos 5 -

co.nclus3ion
efi.CetivO

o:f themeJn ..

of His Lb jestys (overn on111101t in this _

the Service Dopcortnit concerned, oi
ordinance 0r ,therwis-, a':L he h

Authorities conC rnd in1 Pllstine,.
endeavour to il Lf 1ll immova olo
possible deloy but, both because th
loss and because in th tilm an wit
it may nc~t provo pes i lu tr Lispse

method of prot tin; Hi j t
appo)~ars nIOCOVssry.

Of )rt cting theo i n t or
the

csts5
1 nd is to vest it direc

tiler by a sp(ecial
Sin~formedi t ho Militry

It is their policy to
;cts with the least

is may magen considerable
h th stai.. r aai0leo

ove rnmen& t i in ter ascito

tly in

uc h

Movable Assts.

2. The only' known miova blo -sets of
reaining in Palos tiny after the ter.i

will be military stores. det.led
Appendix '3'

His Mva, josty's5 Government
nation of the i andata
note n 0 these is iven in
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~iabilj~ties of thePalestine Government.

21. The appointment of a United Nations Commission as an

administering authority for the whole of Palestine to take

over the administration of the country following the termination
of the Mandate involves the question of the negotiations to
be carried out for the surr ander of the assets of the
Palestine GovernmEnt ad thdtermsp u-on which suh a
surrender should e ma e.In suc negotiations it is
essential that .clear distinction is drawn between the assets
of the Palestine Government and the assets of His Majesty s
Government.

22. The Commission will, no doubt, be guided by the
financial clauses of the Plan of Partition with Economic
Union and these present some difficulties as to the definition
of the obligations of the Palestine Government, the means which
would be available to honour the obligations taken over by
the Commission and the handling and distribution of
Governmental movable and immovable assets.

23. The assets of the Palestine
summarised as follows:-

Government might

(i) General revenue balances;

Funds for specific i)urposQs;

funds in respect of Public Debt;

(iv) Government lands,

(v) Internal loans;

(vi) Trust funds;

(vii) Palestine 3 Defence
Certificates.

24. The
summaris

(i)

(ii)

liabilities of
ed as follows:-

Budgetary

Public

buildings and stores;

i.

Bonds and Palestine

the Palestine

expenditure until

s savings

Government might be

tonnination of the Mandate;

Debt;

(iii) Specific obligations in respect
public servants including pen
or gr.atuities;

SS)

of the right of
ions, compensations

Specific obligations under Palestine Ordinances;

Contingont liabiAlites.

25. These as
in Appendix B,
Public Debt of
which are expla

sets
exc p
Pales

and liabilities are individually dealt wi
t for the special problems arising on the
tine and on Pension oblige tions,

dinod in the following paragr-aphs.

(ii)

(iii)

be

(iv)

(v)
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26. The Public Debt of Palestine consists of:-

(i) EP.3 9 600 9 000 - 3% Guaranteed Loan 1962-67;

(ii) War Loan (Bearer Bonds) lst, 2nd, 3rd and

4th issues totalling £5,791,960.

The
31st Mar
guarantee
under an
Groat Br
Act 1939

3% Guaranteed Loan, less stock red

ch9 1947 stood at £P.3 9 150,000. T

ed as to principal-band interest by
Act of Parliament of the United K.i

itain and Northern Ireland entitled
" (24 and 25 George V, cap. 32).

emptions, at
his stock is
the Treasury
ngdom of

"The Finance

27. The operation of the Joint Economic Board to be

set up under the Partition Plan makes provision for the

service of the outstanding public debt of the Palestine

Government. An agreement with the United Nations

Commission safeguarding the servicing of the 3i Guaranteed

stock and War Loans (Bearer Bonds) should be a major

objective of our financial negotiations.

28. Pension Obliakens

Palestine
Palestine
with the
Pensions
have not
compensa
the poli
views of
their pr
the basic
possible
meeting
of th
In th
other
be a
after

overnrnent
Ordinances

Pa lest
Fund.

yet

t ion
ce o
theC1)01

C of,
to

the

inc P
In

r
a

final ise
and rrat

has -pension obligations under
as well as obligations in connection

ovident Fund, Widows' and Orphans'
ddition the Palest ine Government

d their views as to the payment of
uitics to public servants and to

n termination of the
Government of Pales

als may involve a su
"funding" pensioYs

ar r ive t some more
charge. Th : - s E i ti

tine
.m of

h ave
eP. 18

However
economical
on of expa

Pre lim inary

indicated that
million on

, it may be
method of

triate officers:
_,.0 'UW t.iL

e Pale stine ivil Service will need ca.reful c

e main it is hop d that the majority will be f'

iemploym.:nt in the Colonial Service but there

small reside u' who cannot be so placed for some

the terinai fl tion of the Mandate.

inside on. -1 1

ound
may
while
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Qualifications on cceptance of Financial

Obli nation.

30(a)
Nations Ad
- troons e s a

which the
that a11 f
on behlf
exercise o
there is t
obli ratio n
The United
Government
plan, and
the extenti
obligation
the surrey

of Chapter 3 of
.O C. Committee o

t he
n t

qualific na t i on as to
State salrset
inariail obligation
of Pales3tine b :i the
f7 the TMndate shall

) i1'ortanLLt over i

*Kin iowL delegation
Ss . tsiion re garYdi
we rust resist this

O
1,_0is
ide

of te P.
r of its

t IjI
ales

ass

unqu
ti no
0 ts.

Report of the United
he Palestinian Question 9

the financial obligations
and fulfil. While saying

of1 whatever nature assumed
Mandatory Power during the

t r.:pectod and fulfilled
din condition that such
CogOised by the State.

has reserved lHis Majesty s
lng any clauses in the
qualifying condition to

alLified acCeptance of the
G-ove rnrnt a condition for

Me ans oo me e t ig oh iga t i on

Then there
the Comm.riiss ion

is the ques tion
will employ

charo-es arising out of the

As tD the servicing ofthe
cost of superannuation ben
falling due in future, the
envisages these charges as

comLlon revenue of the Join

This presupposes that this
and functin satisfactoril
be a doubtful proposition
Should there hb difficult
respective Stats, which s
of the Arb State, and (b)
Commission may not be in a
its agree eient to discharge
over unless there are safe
counting ency.

of the me ans whi ch
them to
obli gati
public i

o fits nowr
Par titio
being me

ti Econoi
Boa rd wNi

meet Certain

Ons taken over.
Lob t and the

being paid or
n Plan
t from the
.c Loard.
ll1 to set up

y; )ut tchis
in prosent ci

s in1 setting

eem p 1r ohbable
the E'conomiic

)os itinfl to
the liabilit

guard a (.5 gains

rcurmstances.
up:) (a) the
in the case
Union, the

Simp loleent
its taken
t such a

Re cortmmlad1ations

31. It is re
with the Unite
Cadtogani should

comm1L.and.ed t.hnt in his noegotiatiO ns
d Na tions Commis sio:'1-3n Sir Alexander

ensLure that:--

(a) a clear disti nrC ti) l Go vis rawn be tw een
Palestine Gove rnmenat ass ots and as sets
of His Ma jes ty' s Govermnent,
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(b) That the V
ServiceI
full and

'before t

esting of land
Departmen~ts is

clead r title o:
nt d partents
of suchL assets
o Ohould they
hie term.inaVIti-on

directly in the
duly acknowledged

f1 His Majesty's
with freedom to
as1 theiOy miay seem n-

nlot bh1) dis.posed of
of) th IIandatQ.

is 1further reconndd that Sir A.lexander
s ho uld hie aske -wc

c us wit

.r! " Ib y an

h; the Cm 1ission lns for the

of L.uch s tores l1ft behind by
, and f or their oveme nt to

vclavu for subsequCon t evacua tion,

appro ciable itme aftor

It
pdilnl
princip.

is fUrtihier
sho "uldh. to

re commende d t hat t Sir
asked to establish the

Alexander
-followrringy

(dL) Tha th".su
JI1otl is

thet liqui~LV

r render of Pales
conditiOned on

e of the liaibili
ti no Goavernont
n thpt the liabi
.1d asse n t).cl

(e) Thns:t nxot ithst.'nodin ~
)f Oh.tr 4 1f te
footnot ), s long

c!ntriol th . f i.nce

seama no ri

tine Gover-iment
heunqa.irle
ties incurrld by

theree is every
l!ities will exceed

clause 23 Of Sectioni IE
UNSC)P Report (see
as the mandator peCriod

'v ernmenV~t mnust Ibe free to

of Pales tire aa she
the inter Est of Palestine

Tha t 0qUnto arrangements are made to

( fineniy is ivjsty's Gover nmrinT, t in

r >t thirP uaranEte of Pales tin(e
3 unranted Stoc k., and. for payment of

a perannuationbnfits.

Footnoe: Duing the4 perPio d b)etwVeen: t he appintmrent of'

tit.i N.Lions 0mmnis io;n and the termninfation 1 t he

^aate thQ M:2rdt orly Power shall, except in respect

of n-rina ope0 ) ra tiosl consult with the Comm:.ssion on

an mes ure.0!> !.:t Y b' i .1i..ch i. t may contemplate :i_ t involve ing the
li auidation, isuoal or i inmbering of the ass t

of the Palstino GovGrnmnrt, such as the a.ccuulatA

Treas1cury V sturp lu s, the 7)pr:Coeds of GoV.erxnment bend issues,
State lands rr any other asset.
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41.

GERMIiANX E.TL. iAL AS.LET LIN PJTAL ST_]]
33

3  TI Te General ackp rotund. y the decision of toh Burlin

Curifereic~[~~illy/Augus.t~~I.945,.it was decid-ed t hati. "the

reparTat}ion claims of' the United. tt St1es, the tniited Kingdom and.

other countries to rep-ara tion 3 shall be "met --. * ...1.1..------- - .( o*

an-d from approcpriate .rin extern c~a]' assets". By the pr av~ 01 onb.

of Article 6 of Pr t I f 'the irm .1 At of tn .r.is Con or ec

on Reparation , "K ach si inatory Go'vrnm int sh all., thunder uicht

pr (cedutre s a it ma chroo, h0oldo or dispos c 1 errman su s~t

within it s jur isdi ctionl in._ nl..lvr4.. i_.yricluctWia h ir
ret aurnr t o L r towner I or eantr .1 andt shal. ch is_' 1J

.....rom 1.)ro"%i s"c, .r t1ic tle. I 1a1_ crci IV

itts G r'vmani r ep a atio1.. shaL xi ;>eC 'r tu

of the Fincal Act sta6tfs th1 the igatur o each contracting

Government shiall e dcitu( t meand that the rfCt o thu

p r 2 00Ce t r e em e t et t c .h. - - - - - - - - - - - - - - t- .r' r. ._;.t

n r t s r t c d i i o r ~ s u z r a i y o r o v e r uh t t p r e s e n t

exercises a mn 'te". Under Article 1F oi he ina AcE f

Par is Confer ne on1 ~~ Rprait 1in, the Int r-A~lliK Repa< 'rarti'on

re ur to'G rt l.'L.T-1 i 1:- t i n utof a ta lch i g aLr

g- -ec y : m s t c h a r t i r tfl r: u ca c C ; t SL .r iL ' 1tco r y

Government fnr th r ern a et within that (ovenmen s

.h .ov r . c l o i(::. t c ry. tG ._ . rn e is re uir d t

j r i s d i c:io l , ' n u .7 '.11 t..tr- L. 1 ;:;t

r .e . ., d il ad un e

re n d e r a re ta rn a the r. .. Ltov..ct 
nter n e

rtire of Part I 
r' thV ". rc:iht Is ajty _ 0-v nt

signed the Paris gr ent on th lt L.m;ber ,1945. , wchenf it

exerois ed .a mando-te ov-.r Pleet r in'

33.rhe pcoi~tti ofl His VM4_ty__ s overnmenUflt in rgardY~ to c the s
Tr lan assets in l s 1. 1) tt

-- ----- cou t .l t ch500 rtZat all

i Hlis, Majousty'> Gvrent isiii IL

German enemy a~sse t in P-~o:In r j s ne lt

(ii) That t h ' vl u
Kingdom r e turin t a
German assets ua..or

L .ii

Uni

( ii iL) Tj2he Unted. Kin Liodc I
undIer the Par i ./...c't 150hwy 1
in PaljstineO.

(iv)
we ar
Gover

P ales
Aoen

The A.ss cly 1

nmrtOn-~ rue rl

ti.ne whater

:IL J .1.

r
- K

-

j

w. tth l. to

ccntrol,

included in the
Re par at io ni £ag~ nc0y

uir oiet ion.
c1

t r i I .1 l t

* I r-- I 31~.. - ' tpr t in .v£c-y w§IuJld,
-I t -U i a.i.dm a

t r u r1i Iu 
1 C (-I;t.io

::i_ Lovr that t ter:.t:ryrritory had
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(c) That in so far as we wore unable to succod in (a) and (b)

the foregoing, the return of the value of these assets to the

tInter-Allied Reparations Agency should 'o written down on the
... -1 .1 A- _ o1- u -.L i_-- --re . ..- o n-. l t, -

grounds th t this had beon brought
accessibility of the assets to tihe

bout by rs on of
United Kingdom.

in

(d) That any
earmarked as

Jewish claim
compensation

for the German assets
for the sufferings of

in Palestine to
Jewry under the

Nazis should be resisted.

Palestine i s Iiiombership
Bodies

orfP Tnr t on-17t i onal Economic an1d Financial

39. The Official
recommendLat i on
membership of
assumed by the

Conumnitt o on Palostin , are rcvieving and making
s on all int rnati.tnal obl iga tions (includ ing

intornat i onal , e con\Om'ic ad fiKLnncial bodies
United Kingdom en P.alestine t olif.

)

Safeguards for Commercial- Iitu 3 tj:;

40. We need to safeguard our mnercilal position in Palestine

the interim period between the laying down of the
in

iM(andaz te and tihe

negotiation of long term agreements with the successor st
Our object should be to no ti-to an arrangement with the

COmision which will ard our position, not only wiilo the

Commission is actually admiTinisterin athe t errito ry, Du t f ir an

interval thereafter suf icient to ive us tiie to non t iate
t tirs with , t succesOr states. It follows that

, ,y,; ni -n r- - 1 ~I-. UL'JJ VLLi.-t ac Ssr ometuN

we shall have to try to persuade the

restraints on the economic freedom of

first year or two of their existed n cc.

Treatment

the new staitesi frr the ir

of Good

41. Palestine 1i at present an do.Lront to the Gonova .Lrcint

on Tariffs and Tr.cde wnich was, :igned by His' Mjosty s G :vernrient

in the United Kindom on behalf of the C lonios, etc., as well as

:ho United Kingdom itself. It is f)r con'idCrtionL (ceo

paragraph 39) +hether or not Palestine ill remain party ~to the
7 ft tho Man te i laid

Genova AT toa senrenri
down. Be that as it mr:.y, we should endeavorcr

undertaking from the Communi sosion tait they will c ontinue to apply

the Geneva Agreer-. t on Tariffs nd Trade rules, absolutely in

relation to other parties to the Geneva Agreuent on Tariffs and

Trade and conditionally in rel tion to 'lil other countries, i.".

to the extent that tho'Ls3 countries in pract ic ao not discriminate

~1. ~iJt~ thuA~iLJ\-~ i- ... )~f~i ommere of Paflest ine, The~~ C:.Ornismion should alo bo

asked to ensure that in handing over to the successor states,if

and when established, a similar undert ing valid ±ur period u

at least two years should be obtained from them.

42. We can support our request by reference to the fact tha

under the terms of the MaD(ate, Palestin was bouna to grant

equality of treatment to tihe go dc , nationals, e0tc, of all

members of the League of Ntions (and by. a separate agreement

) and that this had t' be iven even if one of the

ountris co cernd discriminate d aLn t Palestine. The 1

our representative should there or take with the

Commission is that Ptalestinu h alaysJ followeci a policy o
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non-di:Lscriniinc.tion in c ommec- rci.al mvatteors and it is hoped
that that policy will u continued nder the Commission' s
regime, and further, that for tho first two years of their
existence the succes-sor states ll be under an obligation
to grant mr.f. n. treatment to all mrbc.rs of the United Nations
that acCOr d the oe to them.

The above general r i ul of n.on-dicrLmnati on would not te

ap..lid i . _ich a y .as . toprvit .. lstine making special

custom agrements ith neighbour ing terri.tories C.f. the
existing p rfrent ial tariff arranmenats with Syria and
Lebanon.

r a I' tmeCnt of t ionals Co mp i s, SShipping and Civil .viation

yWh:an th11: Em71hd:t: is tL .rL.C.inotod weO shall haveC no.C tr (u.t y r rights
Paol e st1.n. for our 112. tioa LS, thei07(.tr b u.s5 ineGses5 or o ur -h:'i ping

civil Citilon. In the lon: term thse can only sati.factorly

be safou .. tny the no't iation of a treaty of e1 ostab14 shmen cuntIt wil not t
nd/ (v)i ti )l1. tith ti2 uc ess s tatt .

pfar actical.oa tatldprovisions with the UNO
CmiYmien.. to cove()r th. position in the interim period wo

shall have to rely: on 2. ti !u.S_vivendi xpreOsdu in fairly Lneral

Reccmcendati ns
44 t _ 1 L .J1 .l'. -1 . t1mt ir

( a) n1 ti
SrODo d 3_c

. ?1ro:tmoit of

.. Cadon-- should be ask.d«-

;oods, to secur an undertaking
1l -

(b) or t.e tr tn.;:it oCC - nt JI nal s, copaiis adI1C.1. shippimng to
sE cu r c; e .. n und1U Erti n, 112 the.I C.t. ; (li.1si)1 thaL tWL hile t1hEy orC

e1 spoib7ri i .Vt.Lti) . 1 Ia.K dijC .r2cing the t.'rr2 it ory, they w: 11i . grant to

UniteCd Na2t1.in n..tional.s, L inan juidialpesonS , national

an to tc fvour1 ittt a in all ta. tter s p2rtaini ng to

comevirce, .ndu s try1, s vig ia , civil aviation and other foris of

1 L 2i.t.(tih.1 ty si witin .. alA.::, uc)at to the rucirocal

ant of similar t 'at".tent i i. 1 e ot..tor s by the iUnitecd Nation

con1 cer ned to PL.*.l inn u. tiono. T under taking
Sul. c. t-P undo t L t bsbjcot to nnly excpti }n-.

cust mrily includG..u in c:rinercirl t rAtis.
Sim ilarly t nus prov '. :l;'i.ina a

JL.)LL

tirn o) Of teiL9 Un Itud .j :ns
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l! th ri :ct to reciprocity grant by
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ncld t in the commercial treaties
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l.to ensure that, inl1:1 vulini ..7vur to the suIccesor50 states, il and
Wh1n estis. h , a r:iilar uondor taking valid for

lc:s.t two 7C yuro is0 obt.ined from them.

EXPORT YRO: PlLESTIP L .I11CU lEl .. SEN'fTIXL TO .TfE

UNTITED.) ILI NGD.1)0i

45. Th- sin
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PROCURIENT OF FOODSTUFFS AND FRRILISRP
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A\P'EN7DIX A.

STORES I PALEOS TINE.
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Haifa enclave, and their safe custody there pending shipment
overseas; and (b) the subsequ ent disposal of the stores

declared fo7r disp.sal. If a hurried evacuation were forced

upon us through the United Nations C ommissi on insisting
upon what we rag ard as a premature arrival in Palestine,
then there would be a powerful argument for insistence

upon all -possib V 7'cili.ties being provided for the evacuation
of military storo uhich thus had t ia be temporarily

aba nido nd.
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must be nogotiated v.ith the Comision in the light of the

rep ctive Trust deeds.
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APPENDIX C.
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PnlostinePotash
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Tel. No.: Whitehall 1234.

our Reference........................................... ...

Treasury Reference Q2.....5.27.............

TREASURY CHAMBERS,
GREAT GEORGE STREET,

LONDON, S.W.

1,9th December, 947.

Ky dear Trevelyan,

I think it will emerge from the minutes of yesterday's OHCmeeting that you and I are due to produce a revise of that part ofthc: Jorking Party' s report on Palestine which makes recommendation
on te treatment of G:erman external assets in Palestine.
gest that this could be cone .ost simply as follows. first, knod
out the first sentence of paragraph 3d ("It is recommended
to takce the line") and substitute the following.: -

'"H.n. Government's interest would hest be served if -we took
thy: followring ;line. "

2. Second, insert a new paragraph after paragrapn 36 as follov -

"iowever, it is possi ole that to take this line would be to
expose us to accusations that we were trying, to rob the Pales-
tinians of German assets which properly belon. to thcm and this
is a matter which lies very close to the hearts of jewisii refu-
gees from Germ,1any in Palestine.
lin: would need som;Ae care, particularlyy as regards the idea of
transferringj the liquid proceeds of G:erari assets to the United
ingdom and tne calculation of the alesti share of them.

It is recommended tnat this scheme be further considered by the
oreign Office and the .!rasury in the light of its political

reiercuso,:ions. It is not urgent that Sir A. Cadogan be
instructed on tnis point."

3. I'f you agree, perhaps you would let -itchman cnow.

.. Fhe next step, I thin ,, is with you. If you can, I sug-
_,est that you should let us have your views before Christmas.
_.orton will be avail: bl after Christmas and. we can then discuss

U. rrevelyan, Esj.
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it i.i ti him.

5 0 I have sont a copy of tis to Ilitchman.

Yours ever,
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75872/15127/47.

The Churh House,
Great Omith street,

December,

LeA, U
I enclose a copy of a letter whichhas been received from the Chief 8eretary,Palestine, which I understand Higrhm has

already discussed with you on the telephone.
It is difficult to return a firm answer toGurney' a questions at this aitage and I do not
see that we oan go much further than the
answer proposed in the enclosed draft replyon which I should appreciate your early
comments by telephone.

I ai sending copies of this letter
to 3eith, Poreign Office, and Downie, Crown
Age nT" "*"-
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75872/154/27/47.

The Chureh Nous*,
Great mithStisree, ,W.1.

lIt December, 1947.

I enolose a copy of a letter which
has been received from the Chief Seoretary,
Pales tine, which I understand High m has
already discussed with you on the telephone.
It is difficult to return a firm answer to
Gurney'sa questions at thistage and I do not
see that we can go much further than the
answer proposed in the enclosed draft reply
on which I should appreciate your early
comments by telephone.

I am sending copies of this letter
to Bwith, Poreign Offioe, and Downie, Crown
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_Qgyl C .S.808/3. TOP SECRET

Chief Secretary's Office,

Jerusalem,

Palestine.

5thlDe cember, 1947. ) -

My dear Lloyd,

We have be en considering some of the financial-
problems which will arise when the Mandate is term-

inated and the United Nations Commaission assumes
responsibility for administration in Palestine.

2. The main point upon which we are not yet clear

is

(a) whether we shall be required to hand over all our

liquid assets to the Commission with effect from
the date of the termination of the Mandate
('Z* Day) or

(b) whether we shall continue to be responsible for
operating the accounts until some later date
when we shall be called upon, presumably by
the General Assembly, to hand over the cash a

for distribution between the Governments of the
successor States and the Joint Economic Board.

30 If alternative (a) is contemplated it will ob-

viously be impossible to meet such commitment as .

the leave pay of expatriate officers in the United 8

Kingdom (quite apart from other expenditure arising
out of the evacuation which cannot be brought to

a oaunt be fore 'Z' Day) unless a sum of money suf- £

ficient to meet this Governternt's liabilities in

the United Kingdom for a period of, say, .6 months

is remitted to the frown Agents with the approval

of the Commision.n

Sir Thomas Lloyd, K.C.M.G.
Colonial Office.
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4. If on the other hand alternative (b) is

proposed the, United Nations Commission will noc

attempt to exercise some control over any

disbursements which may have to be made
will inevitably lead to difficulties and

doubt

and this
delays.

5. Whichever of these two alternatives is adopted

it would seem to be desirable to Ihave two offices

set up to deal with any payments which it may be

found necessary to make. One of these offices

would be in Palestine, possibly attached to the

office of the British .Consular. Agent. It would be

headed by the Accountant General or a senior

member of his staff and it is suggested that he would

have to be given some status .as a representative

of His Majesty's Government inasmuch as the

Palestine Administration will have come to an end.

6. Another .office would have
London to operate in consulta
Colonial office, the Treasury
This office would be response
expatriate officers on leave,
claims oi such officers which
evacuation and for vmaking any
the. United Kin gdom which. may.

to be set up in
tion with the

and the C'own Agents.
ble for paying all
for meeting the many
will arise out of the
other disbursements in

be found to be necessary.

7. You may .also. find it convenient to have a

senior officer or this Adminitr nation working in

the- Colonial Office to advise generally on matters

falling within -the scope of the "Palestine Clearance

Office" as described above, and also to assist in

consideration of such matters as

(1) The winding up of the Palestine Currency

Board;

(11) the
of
in

ultimate disposal
the Bearer Bonds b
H.M l.G. securities:

of the unspent portion
asance- now invested

(iii)

A0

-4

0

0

I

8

M.

1 *E

!,+ bd

ti1Pj l, . M

" .

ti

I.



111i) Out standing

departments
Palestin ;

cla ims by the -ervice
against theaGovernment

di;posa
2un todian

a.sets under the
Property;

control

(v) Probleiis relating to Foreign exchange control
(i .ncldig°hefuureof1aesin'ssterling

talance1), ir d xpot tlicens ingrand

th~e 2cvernmen~t 77ading,: Acount.

8..Thr ulsem::b tn; reasons for
setting u the nucleus or thc machinery outlined in

Paarph n 7 abov sm time before ? 7 ' IDay
as it '.11 no &oubt hLful to you to have advice

bared on ree nt nowled. of lo1 on.ition Lsome

time before this -uministration actually termintet.

9. A statement of th Ast ;andi Liabllities of
this Government as at the 31 st :arch, 1 '47, wili be
found on e 7L and 75 or the recently pri.ted
Report of the accountant General for the ear I 94/47
but the enclosed Note h:ch gives further details f

some o the more important it e,~?rmsmy also be of
assistance.

Yours s incer ely,

(sg;.).L. Gurney

K p

(iv) The
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4.

A statement of the Aests and Liabilities of the Gover t Of
Palestine at the 31st March, ,917, will be found on pages 7I and

7 f the Accountant G-eera.:ts Report fz' the year 146/47.

2. This should be
information whioh i

A. LIBLTIES.

1. RERE BM

read
set

Ili e4njanetion with the supplementary
out below:

3ond holders in respect
issues offBearer 1onde.-

hs r liability
of mney raised

of -P.5,806,060 to
as a result of four

of
already
sehemea

disbur sed
for which

or about to
all for mal i

be dii:ur sed in respect
ties Lae been Qoctpletei

.1 ,d64 ,2-3

722,500

1** ) t 0

_i Ceneral iurpo0e Lor n
to lTel Aviv nicipality
Onlyt b be plid if

sa t istac tory n aragemesnts

for purcbse of Sarons
land9 s are submitted before
withrawal of' Civil Ad
Olinistat ion P.518, 0

( 11 balance in hand (unallocated
and 3npent now invested in

Total:

tars .- -,. - _M a -"w - * wM+ -fa ws - f s 046 - 0 .1

pe tails

1 . To Aiske good the 194 r4/ 4 5 deficit
2. Capaign against black scale

. Loan to Tel Aviv uni cipality for houaing
4. Loan to Tl Aviv -or Other Purposes
. Loans to Reaie u ;.niscipaity for hiuin

6. Loan to Uaifa en icipaility for
Other Phroses

7. Loans to o ther Lol Authoritieo

a .

*,P*.

.~. *

.44*

149,353
150 ,00)

46

. 100

.1,864,253

kn. * 5y~ ' Mv~ -"', wp ,. . - - - - - - - -wl +lr.----- - «"-1M M
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0lbMASITJIj (Continued)

Detll o (Ls(tJ stove

1

1. L4an to Tel Aviv aniiltty tDP
toastrz tion ot schools

2. Loan to Jerzsalm Maneipalt ty
for batting

3, Loan to Ja'a iuniipality for hnzosing
4. Lo4ns to other Local Authorities

fr housing

-VP ." -.a «-a - a i O ta9w I US fl mo C O'0awe000fM

USnking Funds

ContribAtion 0

vided in

on 31st Mareh, 1947

to ining -Fund pro-
1947/48 ttimats

4. CV 9 %1

2!?. 256, 320

4?. 4853,434
aen ana-aaarMMMww ++w1M 'nA-

-0 o. .n- .e n w ae aflYrMa' +" I wind1 neP ol mele

(a Thi loan which
pwinetpal and

United tIf m

(b)

t..ounte to a.3,6%s,.%0 ta pttarateedC
interest by Iia Ma jesty's Treasury in
under the provisioaS tof the Finance

asto
the

Act 1934.

Principal, nlterst aud 2iwcing itund paymentsa re secured on
the general nevenke a and asse ts ot the Goveurnmen 'to Palestine.

n1lf-yean't rlyaynt to the airing 4und eoamenced un the
St say, 19143, an4 contributions should be euttteient to repay

the loan in full on the latest date o @repayMnt which is the
it Poveaiber, 1967. The loan iay be repaid at any time between

1962 and 1967. Provision wa mantde in the 1947/43 Estimtates
tor cP.235,960 to o-ver interest ;ining fnd and other charges.

P. ta s: KI. ,

(A) The Jeeretary of "tate has already been tor.ed that on the
bait aof certain assumption the liability ozo this *vernment t

in nspetet of pensions, gratuAtiee, etc. on the date f the
termination of the Mandate will be of the order of

P.1$,(Xs,.f F*Yurther onaieration of tis sueatton in the
litt of certain proposals masde by tho secretary ofA L tc
suggests that Uhi figure is prob4biy an over-eatimate and
that the ost may no t exceed 2P.1) 00, X0U.
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B. K 4 aL

(i 'Loans totalling up .2i..

arketing Board
194i7/4 sea on.

.,,OQ0 have be cmade to the Citrti
for p aing materils d during the

being e i d sh be repaid

in full by the

I cco re with no rl praiettee the Boardt might expect t

to carry over until the ext season about M. Wu,0

worth o pacing maeril purchase from these advanes

and sepetal a.?rrangert3 ill have to be made f the
board is to reund" to overnment before the 194 /49
season that ption of the l1 oan represented by this
carry ove of pac ing. materitl.

between 1 95/1 ad 19 46/47Advance ade
are still

to citru, s Irower
jutetanding in an1

( Teseadvances$

its ight

i.n avu x
sesn

the

to
of.

e secured on
citrus reforeclose on

* Lthe answo

re but Governmen t a waived
the crop of the 144 seso

havevadermdvPncesFor tha t

das u 'Abe
(c)

7 Ia a t ion to" h ttota1 L, i.l of '(r "r ."%'',4.rS Y 36/ r e ferrez d Stoa above t

detfrm grower a ntin to ,120), in re spect of
eaace 'am'.de b th e BanXs t' e gro wee during the war

yseas. TIt is conidered prefera;le in t-e interest of
this important industry that all thee debts inciure

fo. cultivation costs during the war Should be treated

sim ilarly, rather than that the Banks &old be in a
positions to agt repayment from m grower while the
great t majority received lenient treat men-t under uvernment
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75872/4 54/27/47

4S

You R of y !u33 ,, 08,,0.

TIank yol for your letter :Cte h o Deeomber about

finanoial problems aristn on the terminatiton o the adate.

I am afttid that it it not pos sible to 4ve you a definitte

aeier rearing the two alternatives in pragraph 2 Of your

letter inoc o mush mst depend on th, out ome eof the

negotiations which Cadogan :will. shortly' be opening with the

United ations' Commision. f tntferdeartmenal ommittee

-has been fo'red nere to on ider our future finanial and

economic pole1y towards Palestine and to wor out the

instructions which artbetb given to Cadogaas regar the

finanial interesto of the United Kindom wh eh we should

wish him to safegard. Naturally the whole question of the.

a
assets of the i.ale stineGoveranet and the liabilities that a

successor authority will have to d4scharge e one of the main

issues that will require to be 3onsidered by the Comxittee.

I enclose for your information amemrandum whit.h has been

prepared dealing both with Hiso tajesty's Gv4rnmentl assets in

Paestineaid the assets and liabilitic or the Palestine

Government. Arragmbents are being made for 3apies of.the

more important memoranda submitted t the Gmoittee to be sent

to stewart.

we must I think assume that when the ndate has been

term*amted we should have no legal right to retain the use of

any of the Palestine .overnmeata aeaets to dischrge

oiat ndin ig liabIlities without the eonourrence of the

united Nations commission. On the other hand we 0o not see

/hors



how the United Nations Commission could, as a matter of practical

politics, discharge certain of its liabilities, in particular

those which involve payment in the United Kingdom. There

would be considerable advantage, which the Conmission would no

doubt appreciate, in arranging for these items to be dealt

with either by the existing machinery of the Crown Agents dr,

as you suggest, by a separate Palestine office to be set up

in London. We are disc'ussing this point with the Crown

Agents and will write to you again as soon as possible.

Such arrangements for payment will presumably be required

whether the liabilities can be met with the agreement of the*,

Co r4mmission from Palestine funds or whether it proves necessary

for funds to be advanced for the purpose by 1ii Majesty' s

Government. As regards the Palestine end, here again the

Commission will no doubt require the expert assistance of the

Accountant General's apartmentt in setting up their own machinery

and introducing arrangements for payments etc. HFence they

would probably welcome your idea that a tea:m headed by the

Accountant General or a tmi-t'1-rmember of his staff should

be included armorgst those who remain behind to .'eal with the

residual problems of transfer. It is, as you know, the

intention that any such staff should work under the "umbrella"

of the British Consular Agent.

Despite the legal position stated in paragraph 2 above,

we shall attempt as you will see from paragraph 17 of the

memorandum, to establish the principle that the surrender of

Palestine Government assets is conditional on the unqualified

acceptance of the liabilities incurred by the Palestine

Government. AWe natural] y hoe that it will be possible to

reach an amicable settlement with the United Nations Commission

on this matter and that the Commission may in addition be

brought to agree to any arrangements we may propose for meeting

certain post-Mandate liabilities by means of payments through

the Crown Agents. e consider that it would in any event be

TI
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wise to leave untouched as far as possible the Reserve Fund

recently established with the Crown Agents and to meet current

liabilities from other sources. I think we should count on

having to make payments from funds accumulated with the

Crown Agents to meet leave, pensions and other liabilities

mentioned in your telegram No. 2398 for at least three months

from the termination of the Mandate, and probably for the

whole Interim Period.

I will wN rite to you again as soon as we have had further

discussions with the Departments concerned here. I am iost

grateful for your suggestitoA that a senior officer of the

Palestine Government should work in the Colonia office to

advise generally on financial questions and I wi.ll et in

touch with you again when the time seems to be opportune for
this. It occurs to us that Cadogan will almost certainly

require financial advice from a man with local knowledge very

soon after the inception of financial. taIks, bt it is of

course too early yet for us to give any indication of when this

is likely to be.

I will not bother you with a detailed account of our

proposals on the subjects dealt with in your paragraph 7.

The memoranda which will be sent to Stewart from time to time

will showa,- you how our rinds are working on these matters.
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Pae 4 ?

I wish to draw attention immediately to paragraphs 6

to 11 of the proposals in the report of the Working Party

on Palestine - B.P. (0.N.)(47)152.

The suggestion is that the Treasury should submit a

case for freezing Palestinian sterling balances forthwith.

It is most urgent to consider the political implications

of a financial decision of this nature.

The Palestinian balances are roughly
made up as follows:-

Currency Board holdings
Crown Agents funds
Commercial Banking funds
Loan to His Majesty's Government

Total

£100 million,

£ millions.
44.2
10.7
45.1

0.8

100.8

If these funds are frozen, as proposed by the Treasury,
before any orderly arrangement has been made for the trans-

fer of power, we shall be liable to criticism. It will

mean, in effect, that we are sole masters of the Import

Programme of Palestine, and it will be we alone who will

decide, for example, how much wheat Palestine is to have.

It is our intention doubtless to exercise this power with

moderation, but freezing the sterling balances will place

the economic fate of Palestine in our hands in the eyes

of the outside world. Looked at from the American point

of view, hasty action of this nature can far too easily be

represented as a master stroke to wreck any solution of

the Palestine problem which does not conform to the wishes

of His Majesty's Government.

With the strong political feelings which the Palestine

question arouses and with the active Jewish organisations

in America doing everything they can to muddy the waters,

I fear very grave repercussions.

I appreciate fully the serious financial situation in

which we find ourselves, but my feeling is that hasty action

to freeze this £100 million may cost us, in the long run,

very much more than a more moderate solution. If at the

very moment when Congress is discussing the European

Emergency Programme we present this propaganda weapon to

the Jewish organisations in America (who collectively con-

stitute probably the most powerful lobby in Washington), we

shall place in jeopardy, in my view, our share of Marshall

aid. In fact, we place in peril %5,000 million in an attempt

to save at most $400 million.

I am
political

informing the
objections to

Treasury
freezing

at once that we
immediately the

feel the
sterling

balances/
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balances '. Palestine are
' ~-sirable to find
which will not be so open
at this critical juncture.

Sir Orme rent.

The Private Secretary.

very, serious, and that we think
sonet solutJon of© this problem
to misrepresentation in America

18th December, 1947.
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Please see

Secretary of State's M inuti

Private Secretary.
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FITANCIAJL A\D_ CONOMIC QU1STINS ARII FRQ_.THF TITiDAAL

OF BRITISH AUI7ORITY FROLPALESTITE

introductog1

Overseas NT:got iat ions
derilatiofl by Minis ters.

andU aCoom1'liC questlo

h auth oity fron Pa1l

nse9 Hin-ute:: 1) .

Comi1,1_ttee

ns~ atrisinlg
stine. (C

Vr asked to
hensive par

rut of the wi

.M.(47) 93rd

prepare,

thdra~wal

2 This rei1rt hIas beoen prE pa-red on the basis that as fc

pr a -c tica..ble it s bould bl0e aas and thoat the U nited iNations

will bp put intr f In fact , however as far ans can

fr (.se7n the Ps lostino Arbs support ted by the Arab S

boycott the Unit l Nati na Connisio and refuse to co-op

in the statlishnt of 'n eciooCaic anion of palestine

administer b J intconomic board. Unless the Commi

is furni.hca with : frc( )y the United Nations for the mr

tenanco £frdr kt n 1lke-ly that guerilla warfare anc

cco 1fusi ill rI in in th r ssceva cuiated by.British tr

T he conI'uain .y well b increased by the ig;ra tion ef J

nd 1rabs from rs wer rthney are in a min.er ity, T h(

will probably T hv t dfcni d th:nslves within an Oncliavc

limitou by military r;::k ruirem Pnts: the remaining part of

Pales tine will b;. in Arab hands but is unlikely Co be

cons tituted as an Arab tate since this would represent

acquiFsnce in the partition plan. WJhere therifor any

break wn of the United Nations plan would vitally affect

financial '.nd economic i nter es t in Pal ; tine the :c, elev.ant

nocrtion of the report will point this out and th3

recommend ; tioens will t ake account of it.

ar as
plan
be

s will
crate

doo--ps.

(/ Vws
I SWs

3. Vry br dly the Unitd Nt i-;ns Plia pr ovids: ( a) that

th.; candatry nwrs shall han adminis trai f istioin

Vy r t ' C'nnision appcintou by the ' Ufni ted Ktion O wP yr-iih shall

ablish Arab and Jewih States and an international state in

the City of Jerusalem: (b) thit these States shall be united in an

economic unin 0C P0l stine n"1..sn..g w-hose principal ob jectives

will be a\ ua s nion t Jint Currency systrn providing

for a sin lo :rcin oxc h nr:i J1 at: (c) that there shall be

(stablishcid t J:LOn E lCoC)ric Id , -w hoso functions will be to

a~lomon li tt ir dietyo y dlatio'n the measuro

nec ssry t r lse the b jec t ivos of the Econor:lic Union.

Un1il th J int E ooic Peardf i funton (f
hv(r d.es) th United T.ti Comissi ill

-P"T s'1;.iilit / oP IfinUnci l ::J nd,. ecop&;:Iic admni is tration.

umborshi of St :1lin AreK'

4 pn1sstinu

It lL: tobe
Storing a 0 n1

T he Pbois ofa the
is r esponsil for1 eQ xc

in its own trri tory.
automatically endored
iupr acticable for us t
individual transac -ti r'

on a mermb er ccu.ntry

d cided wh thLr pal es tine

or Pb.for { thE' torn.inaticn
should& leavnTo the
of the aiindat .

st:r lng area systrn is that each
ha nc{ control (including.K import

Decis ions of the local con trol

i n IL oncion ai it Wruld dm1it

o attempt to vet any large numb

a or to enfoce unilat I11y any
nrd cuPrrn Yc:xpfOniditur .

rnribc r

art'

o.i_liit
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In the case of the Colonies we can and do issue
instructions on exchange cc ntroi policy and practice. Wi th

the Dominiens we have to rely on voluntary co-operation and a

willingness to receive gudance fror London on ma jor ques tins.
With Ira q we have a more formal agreement., limiting their
foreign currency exnenditure. If a member does not come

up to scratch and persistently ignores the precepts of London,

the only. ren1dy is to put it out of the sterling area.

The United Nations Commission knows nothing of exchange
control admini station n turlin; area lines, and is most
unlikely to see . y toceye with us on policy; even if it did,

its adninis tra tive machinery will b inadequate. We could not,

therefore, rely upon it to cc--opera te vi t h us effoc tive ly a t a

tine when, in view of mur critical doll r position strict and

parallel administer tin of axch-nge control in all parts of
t-i-. 1 ri r is vi t r the rea s survival,

The Trasury thercfJr a prop:Cse to s .. ak Iinisterial authority

to arrange for palos tine to l:ave the torl in 1 i area hbrofc re we

rosiin t g:.to,- .nd the Committee see no ob e tiCD to ,
this proooSal. The exact date at which this change: sh_

d ;x srat

take place mus t b discuss

Trans]jordan

Trans j;rdan has
currency. If 4ales

vir tually impossible
while she was using
is to L remain :in t

unti n ow C;n tinued to use pales tine

tine

the s
st( rl

left the sterling area i t woulu be
T rans jordan to remain a member
ame currcc . If therefore sho
i ng mar (nd :Ear political : O~

it is desirable that she s'h.uld) , when Pal es tin leavO

she will havnr to have different currency a rrangements. Itcu r und .rt t : 1 t ha t te Taa .Ja ut r te ae re r

conid rin the idea f auhithe Iraqis Gaevorr with

a viow to using: Iraqi din ars'nsted cf pales tine oudnt

This could (e rnne within a short time, and would b) the mos

sensible :fl Y rraIn -nt , sine: the circulation in Trans jordn is

so small (about -P 1 millis n) tt separa& to currency would

be n extra v, "nco. Trans j rdAn has} at presnt n' .sepa r te

irpcr t lic n yn r y ten jrd a v ry sk( to by exchange control.

If' Tra i-1s, JUil'1 r11to r :.th SIt r1 ln re in this way

It Truds jo r t ra:m - with th f -Trn rn

Aut oritieS for tintrn uc ti n of import licensing and the

tightonin < 1xchsn c control.

i r' r ur e : f Pue tino frum the s terl in&;

wo uld nt t rostric I hor fr om to sprod all her string

a.. in ny p ' T'r : t:; . t . rl i. n " rn a ur to PIov.1o her b L-1l c a no ras ob out
rto & ath Africa. The wholo of the

" t .1_ Gbi'- ,n Lrs i U1l.rK>=i t. d ex ortI -

1 till be nyr a

fro m. the Un Ited A K I n: in doI.

; 1 t 3 0th 1947,
Trans j rdan ( the latter
to tal : cl:ans ti tutd .

t :l. a te.rling
1,e iir only
appOrox1ima toly

b l, an s2f Pales tine
small proper ti Y of

as 0o -

£ millions

Curr onicy . _'r:tr

Crown Agents F
h oldi ngo

unds
Commercial Banking funds .
Loan to His Lj sty ' s -ovornnnt

T t-A

*(

0
0
-4

0

8

are a

te

and
the

44.2
10.7
4b.1

0.8

100.8

the s er

w71it t herr1s nt a in I 1,.AUL.'I

6a Stoln aace
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8. At 30th September, 1946 the total was about £120

million , so tha t there has . been a reduc tion of £20 trillion

over 13 months of which £5- million VTas durin; 0ctober,1947.
We ar.e not yet in a position to tell how iuch 2f the decrease

during the last few weeks is due to payment for ir:osrts and

how rauchi, i any, to .swito caital t) other parts of the

s tprling area in anticipation of 'icssible blocking.

9. During: the trYns itional pe ricd the balances (if loft

free) mus t b ; ex;ec ;d dt fall vn i.i .1'isharply, since)

Snerl unrest in the country rht r educe expor ts fren

alestinoe and ::er consi4l Arablc sterIling recipe ts fror.i

Br it1ish m.ilitory extan1itur( would have come to en end

10, In our :fl aint ors t ,St her fer e , a.lestin' s s terling;

sh ul d 1 lrea dtn marly -'at: f or the samK roeaon that
t he . al nc eLs tfj j i . E ypt and r a qwer r bl Ced. If this were

not done it would be to th .detriment of Palestine as wellas of the
Lni td in om ,ue i't would .issi)1to resources which the
sue c ssr GevornrnI ts wud r:rLuire for more essential

lon:-t-.r Li pulrpasas..' ' ; T hore is adr'mithtldaly the political
ob jo ti : thtat ,:., i. do th is t once wit hout ,ivi ng the

in tri adriniration ti' e tC sh whether i tr 'in carry o.1 t

an irr-r

figure::s
thn t i t

is inten

t n) Cv tha t WOuld not r)sult in a soriu d)U rain<

th aences, we may b e acecusecd of sabo tae. The
for th lst few wooks should enable us to deumstrot

is n c.ssay for us to take early action purly *s

di for ursClv:s and the t n political discriruini' inn

ded.

11. The Treasury therc:fore prcpos; t submit n as.- for

freezirM palestinian l:anc s sub jct to- suf'ici..nt r l as<s

to Conble trad to continue, and the Comii tte san

ob jOccti:n to this pr posal.

Currency
i~jI I7I2

T r.; caii
the Tvint

Sna que s ti rn 2f a c hanro in
econami~c B ra is funotioni n.

the currency
Confidence

the *res,.t currency oul a1  roteinod Ly conti nuing to.

it conv 'r tibin i itnotrlin . ven th .uh (if we freeze
balene 0s) w. anld have to .insis t t ha t roderpti on one

oh uld a mid Yo leckod a counts (,otherwise this would

loophl 1 in our inin a n'rnnts)

in tei.1

r : a n. ;.. stil- r:siie t

in L1 nd.en' ar.I allev it

in
nake

be a

c<'''' rp te* re 'rd the Currency

in the starling nra (it is in fact
, n. ' l liconcc t rede'm io'r

blocked s'ti. lin< nru p~r. n ted t"' i t in Lindoni by
ro id tnt 2 nn P l, in.

12.
un'-til 1

13. Die 3.quli

a

O
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4.

/ :

14.
for

The
these

Treasury are seeking Ministerial authority
proposals.

Recommendations

15. It seems certain that decisions on these general
financial questions will be taken and implemented immediately
and before negotiations with the United Nations CGor 1mmission

are begun. This will avoid any posibility of
embarrassment through the Commission suggesting a

different course from that decided on by the United

Kingdom Government. It is recoifmnded that, when the

Commission is established and discussions on financial

and economic questions begin Sir A. Cadogan should:-

(a) inform the Commission of the decisions as to

membership of the Sterling Area, blocking of sterling
balances and the Currency Board which have been taken

and the reasons for them;

(b) suggest that the Currency Board should continue

to operate until the Joint Economic Board had been

established, since under paragraph D8 of the Report

of the ad hoc United Nations Committee on the
Palestinian Question this Board shall be the solo

issuing authority;

(c) if th
disposal o
insofar as
these will
assets of

e Commission raises the question of the
f the assets of the Currency Board say
there should prove to be any surplus a
be treated in the same way as any other

the Palestine Government (see para,31 b

tha t
ssetis
r
elow);

(d) if the Commission ask for representation on the

Currency Board, say that the United Kingdom Government

would be prepared to consider this request.

2
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7
ASSETS AND LIAKELITI S

Fixed Assets in PalesiCt i n .... '" ria.. eo iil i

16. Details of ti
the Service Depar
r t Middle East bi
received. It is
sited on requisit
these assets arc
cons idorable civi
endeavouring to s
on freehold land,
significance will
Palestine Governc

hea value of
tents in P
ut th-is in

beived t

ioned, hire;
of mi l itary
lian-ua r0v
oli the ass

but salos
only

ent.

the fixed. assets constructed by
alestine hve benr requested from
orrmition has not yet been
hat the bulk of the assets are

d1 nd :propDri-ated land. Many a:
value only but othere12 would have
.lue. The Service Departments a

et-sI ','T LchIave nC"l cons. trUCt ed
of assets of majorpolitical

c; ; ., C _ Ii1 .II

be made with1 the concurrenrlO

17. In tLe iabsence of the report referred t
tentative astimatos of the value of the asse

but the salvage value of assets constructed
or 1expropri.t:dland is believed to be of t

£2 million and thp value to a willing purcha
be substantially h.ig LIvre

o,
t c

aLa~oni
he ?

only very
can be made,

hired, requisit
orde pr of
woul1id probably

18. It is the view of
titles rema in
High Comrmissio
thio rights of
in this land a
office of the
exist. This
Cormissionar o
presumably to
Article 5 of t
provision of
ordinary acqui
ranted to

Palestine.

19.

in tLhir p
nor,
t ha
after

ther
Sorvi

t L
eG
t

High1Commiand was v
n bealif o
avoid any

he Mandate
this artic

sition of
foreign

the Palestine , Iovexrn t that if
resent form, i.e., vested in the

ight be a difficulty in asserting
( D1epart:3ents His Majesty' s Government
erminati on of the i\,'iandato wihien the

ss iCorI vil prDsumably cease to
estod originally i the High.
f the Service Deopartments cc onc.enad,e
quCstion arising of clallene under

bUt it ses clear tUat the
le wae
pr iva rti

con sulatCS

It is the conclusion
safest an
of 11is '
the Sarvi
ordinance
Aut horiti
enLeavour
possible
loss and
it may no
method of

apT p,.ars

a not int n ded t o pre cluide
0 rigThts to land, cf. leas

and tha iBritish L~ri: in

of the HiLL
d mostu effective rlcns of
jesty's Government in thi

0(o .Dopatmlent ocnoerned,
or mother iso, and hie has
es concerned in Palestine
to sell off all imovabl

d Olay but, both buc'u 1e
because in the time an. w
t prove possible te diso

p .Ot (cJcting His j 2 t s

Comnissione ?

es cJ

tiat the
protecting the interests

s land is to vest it direc
either by a special
s infC.rmecd th le Mili1tary
. It is their policyto

O *.ssietsv wi thea least
t his ma meani'tO Iiconsi derable
ith t staff vailablea
so c cllproperty, somea s
Governments t iinterest s

tly in

uch

ncOssr31y.

Movr2be Aset.

20.* The only' known movn ble 5ssets
remaining in Palestine after the t
will be military stores. d

Appendix tB .
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M'a jesty'sa
ion of the
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Government.Liabilities of the Palestine

21. The appointment of a United Nations Commission as an
amjnist oin ithort for the whole of Palestine to takenio

overthe administrator of the country following the termination

of the Mandate involves the question of the negotiations to

be carried out for the surr andor of the assets of the

Palest no Gove m st aRdt .ta n \ofh ihnsuth it
saarrender should cma.tLn r
essential that clear distinction is drawn between the assets
of the Pales ine Government and the assets of His Ma;jesty s

Government.

22. The Commission will, no doubt, be guided by the

financial clauses of the Plan of Partition with Economic

Union and these present some difficulties as to the definition

of the obligations of the Palestine Government, the moans which

would be available to honour the obligations taken over by

the Commission and the handling and distribution of

Governmental movable and immovable assets.

23. The assets of the Palestine
summarised as follows:-

General revenue

rands for specific

Government might

balances;

purposeQs;

Funds in respect of Public Debt;

Government

Internal

lands buildings and stores;

loans;

Trust funds;

(vii) Palestine 3i0' Defence
Certificates.

24. The
surnmaris

(i)

(ii)

(iii)

liabilities of
ed as follows:--

Budgetary

Public

Specific
public

Bonds and Palestine

the Palestine

expenditure until

savings

Government might be

terminati on of the Mandate;

Debt;

oblige ations in respect
servants including pen

or gr.atuities;

of the right of
sions, compensations

(iv) Specific obligations under Palestine Ordinances;

Contingent li abilites.

25. These assets and liabilities are individually dealt with
in Appendix B, except for the special problems arising on the
Public Debt of Palestine and on Pension obligations,
which are explained in the following paragraphs.

(i)

(ii)

(iii)

be

(iv)

(v)

(vi)

0
owl

f"
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r
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26. The Public Debt of Palestine consists of:-

(i) £p.3,600,000 - 3' Guaranteed Loan 1962-67;

(ii) War Loan (Bearer Bonds) 1st, 2nd, 3rd and

4th issues,; totalling 2 5,791,960.

The 37 Guaranteed Loari, l

31st March9 1947 stood at EP.3

guaranteed as to principal and

under an Act of Parliament of

Great Britain and Northern Ire

Act 1939" (24 and 25 George V 9

27. The operation of the J
set up under the Partition 
service of the outstanding
Government. An agreements
Commission safeguarding the
stock and War Loans (Bearer
objective of our financial

28. Pension obligations:

Palestine Govenrment
Palestine Ordinances as we

with the Palesti..ne Provide
Pensions Fund. In additi

have not yet finalized the

corensation and g;rWtuitie
the police on termination
views of
their pr
the basi
possible
meeting
of the P
In the m

the
opos

to
t 1c

alesl

G overnment

als; may :invf

"unlding"u

rrive t
c h arge(
tine L
it is

other u
be r mall teoiat
after the t rina71t

olv
pen

ess stock redemptions, at

,150,000. This stock is

interest by the Treasury
the United Kingdom of

land entitled "The Finance
cap. 32).

hint Economic Board to be
P:lan makes provision for the

public debt of the Palestine
wiith the United Nations
servicing of the 3o Guaranteed
Bonds) should be a major

negotiations.

has pension obligations
l1 as obligations in co

ant Fund, Widows' and Or
on the Palestine Govern

ir views as to. the payrn
s to public servants an

of the Mandate. Preli
Palestine have indicate

e a sum of £P.18 millie

si ons . However, it ma
more economical method

. Th( osS

ivil Srtic
h ped i.tha-i.t

io of the L

ition of expatriate of
Swill n -ed careful co

the majority will bc f(
i Service but there

M) so.:placed for some
1\aniAt e .

under
nnecti on
,phans'

lent of
d to
min 1ary
ed that
I on
y be

Co
ficers

nsideration.
found
mayw h il
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Qualifications on Acceptance of Financial

Obligation.

Nati

vvhic
that

3(a)
ons Ad.
ses a
h the

all f
on behalf
exerciser
there is
obl igatio:
The ,Unito
Governne n
Pl3an, anrd
t ho
ob l
the

30.

of Chapter
q Hoc Commit
qualifLicati
State shall
inancital ob

0
nf i

.Ithi

t-
,L

extant

f Plst1
the Mian.-

e import
woul tIiC.K

K i

we tustr

in
da
anl
o

ion
res

Cfi making

igations doi the Pa
surrender of its

3 of the Report of the United
tee on the Palestinian Question,
on as to the financial obligations
respect and fulfil. While saying

ligations of whatever nature assumed

e by the M-andatory Power during the

to shall be resoectod and fulfilled

t overriding condition that such
those recog nisod. by the State.
legation has reserved His Majesty's
reg ard:iingll any clauses in the

ist this qualifying condition to

the unqualified acceptance of the
los tine Govornmevnt a condition for
;1as se'ts.

Moans of meeting obligation

the
cha
A 3
cos

Then there is the
Commission will

rges arising out
to the servicing
t of superannuat

qu stiLn
o iploy
Of the
of te

ion en(
falling due in future, the
env isa.e t heo chLrg as 1

cotmmlOn reLve nue of Lt t Joi
This {rsuppose thatL this
and functiLn .a 2ttoril
be a doubtful oosi tion1
Should there be diicrlti
respective States, whi ci so
of the Arab State, and (b)
Cotmissi)on may not be i n
its areoment to discharge
over unless there are safe
oontingency.

of the meTns whi ch
thom to moot certain
o) ligations taken over.
pub lic debt and the

fits now being :Prid or
Partition Plan
being-r met from the

t Economic Board.

Board will be set up
y; but this wnuld appear to
in prosent cir curistances.

s iLn setting up) (a) the
eems pm rob able in the case
the Econromic Union, the
.o ition to implement
thel li bilit ies takenY,
ua rd arai ns.t such a

Re c omenda tons

31. It :is recommandd that in his negotiations
with the Unitedi.L Na ti)ns Conisi Si ri Ale xander

Cadogan shou 11n3ure that:--

(a) a clear distinctio is drawn between
Pales tino GOVe r nm uiut assotst and assets
of His Majesty s dove rnment ,

-8-
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(b) That the V
Service
full and

b.ore t

esting of landC
Dopartments is 

clear title of
nt de:pa;rtLv;enitst

tf such assts

e L houvldI thiey n

directly in the
dulr aCknoWledge d
His Majesty's

With fredomtrn to.
as they may seem

ot hb dis.posed of
Of the Mandate.

It
Cadco 'n r

is u r LthertLO .'-J rect1ondc;.dq that Sir Alexander
shoL;ld - a:.skedc -

( ) iu with the Cormmissio'n plans for the
ucustody of' such stores left behind by

the. L iitary'N, and for thei m1rove ment to
t ifa enclav. for su.bsOquont evacuation,

il apf)pro ci abD le itme after
1st u ust.

It is: fur t her

principles: -

reu coatd.rdJ IO Ci t h. t
askc:dj to*. estab lish

Sir Alexo.n.der
the following;

(1) That th surrider of Pales tine
asetS is conditione on the u
accoptnlce of the liabilities
the Palestine Governr ont (th.er
indication that the liabilities
the liquid assets).

(e) Thllnot notLttwi1ndi
of Oh tur' )ft

lasts, Palestine
co"n troltefr

sI al ,

(f)

Gove r iPniefnt
nqua liied -
incurred by

e is every
s will exceed

ng clause of Section E
the UNSCOP Reoort (see

nas thee l-anda story periodl
Gove rnmerit rrus t b: free to
LCes of Pales tine a a shet
in the intere s t of Pales tine

That Jdqo a r rangements iL
is 1.!inif}' IHL is Majesty s C

-thi tguarat(s ,

are made to
Governnt. in
ec of Pales-tine

.or payment of

Foot note: Dri ngo the pe iwd be twee. t ho appointment of
theO Uf~d Nation Commision 1.- and the termination of the

Manda to, the ±Ma.n'fda tory Power shall, except in respect
of ordinary operations consult with the Commission on
any mreaiuwrwhich it msay contrmpl ate involving the
l iuidation, d;isoosal or ncuJberin of the assets -
of the Pal stire Gvrnent , such as the accumulat.d
Treasury surplus, the proceeds of Government bond issues
State lands or any other asset.
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r1Ri', , _ r T r 1 .l 1 .;"n ; ; I 1 -1r'.'1r'* .L i.TIi. l r r .L'iAL .. l r, .; .,

3 The Gener al Bacround. y the eis-ion of thC Berin

a rferencfl~~~f JiTly/trust 945, it w s ci t d. that.* "the

re .ara Ct ion claims of11 L the Un.ited St. teo;, trh. Uni ted Kini'gotm and

othrei countries to reparations shll1 be ot .................

and from appr opriat G i "r n ext rnal .ssts". [By the(: Fr oVisiC3o1ns.

of Art 611 iL .f Part I (f th Finl ... ct ofL t_. . Pris Confrence

on R 1p1ar ation, " rh nat ory over nont ha].,1 un su chUi

.r ocedures as it my rchooce, hold or dips of Om assets

within its ;jurisdiction ini a, .euidt clude third

return to Gerian owne(, ri'p or dantr 1l and rmlirlc against

its German reparation shar i ch 3sIsotts".. irt ic L < 1 artIV

of thi Finl 1A st t 3i th:t~~.tho signatur< of ec contracting

-ave r nimentI shall ue dmi ' dt o men. t ha:It thu if c t 'of th

pr esent ! r e-ment ext na1. .. . . . .. . . . . . . -. 1. t rr itr los

Ui nd:er it r 1tcion or 3uorinty or ovo which it at present

exrcss an ts".* ' Under !:.rtile IF of tha . inal Act of the

Par is ConfelrO n 01 p 2 . tiL el Intelr-Al li RI rat iLon

AenC.LY must chare 'aIt' r rtion a c count oL ach S7,igna.. _lor y

Governonrlt for th FLran a tl thin that 7overret ?

jur l i sd1 ct i n.. n ch 'igna 1ry v 1im 1 Lt i r L ir cd to

render a return o the v alu o such asot a 9 defi under

Article 6 0f ParLIt I of thu '. greemnt. ~ is S 0>esty' G governmentet

signed the a r 4.gr eent on th lot D.ocdr ., 1 945, when it

exer ci sed a ma nato ovo r .l ct ino .

33 . Th e .o s itI i of His aJ e styi'3 s G ov rri:he nt in re<d iar d t o th s
.. T ec~ i c - f'.- -.-- > ...- j...---r;:!1( : .1 11

Gorman assets in' Palsti.n is thus:-.

( i) His
Germiari e
pr cludie

a.1Cj0sty' 3i

their ret

(ii) That th va1e
Kingdom retiltturi to
Ge r ±uanii as sets un1'aderi

G ov r ruioent i _

urn it Gorn 
r t 20on.i1.0 1

owner~ 3 hipV or

atL t hos SO 223t1
the Ini't Qr-Ali 

U nii t e d K i n g do m

U nitd Kiin d om h .

Pario 1ct, discharge
ne1.

(iv) The _ .. e iy
wo e advised, st
G-overnment~n re spons1

'been relinuished.

illil. 1
i b:L

vi .I11s i th
com nr ol;

d .l pa aio n .. ni tL.1.. oJr .s ict.. 1io

0:3 rep1.) ar tionsV C u 3;
wI i ih : he alue of

C;1'

.:110l ' td
theiC (Iernma n ss:a ~IJ

ti' i.t .2 .r." .ll..l : !' ij r 'cat :LOi_ 1 ,1 g .'..y .< §u.1.L

rIr t: t Uit Kidom 1 ethe

ot= t Y m ndte over that17 territory 1h1aio c'ta! Jlf .:.lLiL V 1 t' rill I y hrvi

S e rn i tor n ss t l under thl .Contr of the (ust
3.o.f r a .)V'I i4 r3t urI . cf......-..

of nem Popertty frun: Palestine~ anL hooor

sse tio
Gern1rs in

Act unIls
a.djuSttII.;nt

external a.
Uniit ad Kin
in Palestino

the valo~u. of pelV twic ' thi figure 1 loi

terned in Palestin e in I ustralt . Tneser.

Y r1.i 0 :k' 2L I]Ic -K yI y 1 r

1 C r i 11r~ r'a . (11 u 1 . . li r 7 1 a25d e undr th I A.R.A. ILm i3nn ru..L eG 1.C

sset o , 1ihc f Liw1aL amlmyt

g o ropar at. 'ion .C;r. t1.1' .in l t rman one:; ':" i

iur ther
n1r: to
la ter

. 1-n .1

.lit
asset

is 41million.

35. Steps tak na b ogJ tC r i1t ol

anid tra sfroIFl 'r an Liem \ t1 in -alStine

The
isruct

vest fur

consider

High Comisioner L £ o

ther any 2 runn pr11 opoI i rr ' - . t '

ntenee P o.Mr t y) e.

maur Es:w ;;o

r .l L tine' 1 hasL T en;r asked to
00/ - Ita otor ir alles tineo wt

t y i may hav' to eL

S- e F ti' tI en 'V lO s e Prc.1PO3.ty

I

-

F-=N
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possible can be liqu id..atod. The High comme r:issio ner
en a.skd to adv iso on the possibilit-y of transfer to

ie tO ing dora of ll liquid asets no:.V((ailbe1 and

coo C avai~71 lle1 as t he pr.' oeeds ofL sale& of' assets.

has
the

whIih

P i FE scs.

I1 rthre:

F rirs n~it
the facto I

th volus4
[on ii 3 ui~

H.

.y

Final .Jt .

had I.ncl uaie
recduc; our
for ecast,

37.

iL rst C tinint

I'n

Tl J

.4i

n1'l in
u LJ . t

t ini
f t h

1 1 n.d in r

of urmi i .ssts within the United
t Ii on~ wh- hb b '1 u'.1 (d to the Intr-Allie

yi w L f af e oximat ely £2 milii.on has
11.1 a ts asstc.'s. The provisio1s of th

LIu I L 1t1ii c~ t 1 m t20 1a. t i (. C LL1' .111r

I.: v/e are Jbligd to account for as
"h. ,:; ow fr certainty,e.g bocouse they

bu ..... unable in fact to secure the trans
:Edom ~o Excher , would LIoan that; our

t. ass-ts under C tolryI of' Part I of
Std.U One r;eet ofP thils m:Lght 1)

f Swis ;raIncs derivd fr om the disposal
witr l.d. T!his reduction wou ld rot be

e vl r1.of G..r tL2.n111. )sos t. tn Palostine Which:

the I. .. A. retur n but woul. definitely
to _'7n1 .. x.mz t which at the norenlt cannot be

been
to
to

have
for

t ji10

th
to
of
the 0

J ..

Je .ish Claimsn 'Jer ra. jra:.t~iopmfl ents

f 11 WI. r j, r rir...".; J t I ' 1 ' 1(111 1I.

cclponsatio fl1:or the. suferin1 1f hwry 3ir under the azis. ,

Pales t i nian Jews~ shouldld~ reeveo h compnsa'7ti~on ouit of repaLraCtion1

t ym1S't-s ovIr an Abo.vthataC'lVYC.:I y' L/ read' r& provi.dc. f'or inL the

Fir1l A.ct . ' Jwi)h pr o d wi L no tu.bt claim th ni the .

whole of GJrn aset in 71PLalesotin 1 ohould 1beC earu'liarke>Z d. fr

this p.1ro.' Th wishL .i'ncy hs i aleady been info rmd

that OntriLutions1 from raLtio ns or the rehabilitation o

nton-retp:mtri iritimo f German action are governd 'by the

Final .ot o1' P n .on tribution to PaleotiK cver Ind

Tove the' a reed a'estint Ihare ( on .utu.re Actioen ( II) ) clan

oinlv be.j 1ma1do' ac t t ii _ n.s± : of1 IL a i .Je Ejsty' s Gover t m nt(, whose

r s..iility it is t nC;oOunt foJr c lL these assetsthnn

rec i.p t ofi whic joul .drely a ifoft th.. reparations receipts

of the United inon Exchwue r.

Re C m; ;,t't iono

38. It
to take

io roc1nmended thaC r f. Cacogan sh uld be asked
the 1in:-

(l) 1 aL
1.o. liquid

nJOss:1D iili

(b) )
insf

r. fIL(t m Lti 1
U serinit the transfr f
Unr'it. KLi'ingdI1om~ explored;

Tar1 .t a pr C)viio. i1

trumnVit hand1:
1old t; insertd ci

over the control

Hil i Ma sy't s G41' O y' l. rn ent y trh , .ose I

nrmuy. :.tn Pe1:1tin...... woul be11(1.

ti.t the proceeds of thlir 1 or .'

ava7~iL"labl to the Uni ited~( ingdom, w

PL etne1 her har e, (which wuld

dependcPies, W71.. ' the tta(l Unted

Stir A.Cadoan hl.l.h. [ u i
t c ]et.1r; R . such a pr1. ovx;iLaion.

n. gui
'th 1' liau.id pro

ift !. p;c.s0i L

in Pal. .e St 1in':
ngi w ald be

cont'r oled

their 11 value

i 'th t110 o1bli
be small) ca
Sin the case 0

r ty shLonld
the

ceeds

ble in an y
to wich we

Iven to

1 idiIposll

lc ul ail
of' (olon.ial

n goi G. itrian he

nuo; t t wt h t h e

and

C am'!i :L3mO in

6
as
be

Un

36,
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(c) That in so far as we were unable to succeed in (a) and (b)
the foregoing, the return of the value of these assets to the

Inter-Allied Reparations Agency should b written down on the

grounds that t his had be on brought about by reason of the non-

accessibility of the assets to the United Kingdor.,

(d) That any
earmarked as

Nazis should

Jewish claim for the German assts in Palest in to
compuensa t i on for the suff oring

bo resisted.

of Jewry under the

Palestine ts Mumbership- of Inteornat ional Economic and Financial
Bodies

The Official
re commendations on all
membership
assumed by

Committee on Palestinc are rvie wing and making
inturna:.ttionafl oblig.a: ti1ns (including

of international, conomic and financial bodies
the United Kingdom en Palestinu 2 beh(lf.

)

Safeguards for Commerc:ial interest

40. We need to safeguard our coImi racial position in Palestine

the interim period between the laying down of the
in

Mvf andaiteC and the

negotiation of long term agreerents with the successor states.

Our object should be to nosotiato an arrangement iht the

Commission which will iesuard our position, not Jnly while the

Commission is actually aiitin the territory, but for an

interval thereafter sufficient to iLVU us time to negHotiate

commercial treaties with the successor states.

we shall have to try to persuade the Comi'ssio

restraints on the cOom7iULc frod im of

It follows
nri to place

the new states for

that

their

first yoar or two of their existence.

Tr e a tmD nt

41.

of Go)d

Palostinc is at

on Tariffs and Trade
in the United Kin darm
che United Kindoam it
paragraph 39) !hot her

Genova Agreement on T

pre sent anI adhorunt toi the nGono~va Ag
whficoh wa us a ~gnoed by HisT Majoty' s Gov

on behalf of the Colns, tc.
self. it is fr corniur tuion (see
or not Paleastine will rmin apart y

ariffs And Trado aft or th.e Mandat

oomoont

ernme nt
well t15

to the

is0 laid

down. Be that as it ait.Jy, we1. 1iol.(lV undeavour to se cure an

undertaking fromi the Commision that th ', ill continue to aply

the GenOva AgrGemro t 01n Tar;'YUiffS and0 Trde ?rulos, absolutely in

relation to other parties to the Genova Arm n ICt n Tariffs and

Trade and Conditionally in re ltion to all other countries, 1.0.

to the extent that those countries in et pra ct0ice uSo not "discriiLnte

i tiL +th corc of Prlstne hri1 .onision should als 1 Q,

ackd to ensure that in hand ing; over to the succ-ssorl

and when establi5hdI (a simL il"riUK:d undert' ingj v'a.lid

at least two years should be obtained from them.
fOr

sr

sV'tl1tJt7s, if
perriOCd of

42. We can support Our, requeLsct by ruef rence to the fact that,

under the teris of the uau(at, Palestinr was boundi torant
quality of treatment to the godS n tals, etc., of all

members of the League of Nations (anJ by a separat agreement to

the U.S.A. ) and tht this had to be t DOivn even if one iof the

countries concerned discLiminated int Palesin. The:. line

our representative should thoroloi t with the

Cor'mission is thLt Pal 6 5tino hi alway followed a policy 01

in

39.

be
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41 .

non-d.is criluination in commercial matters and it is hoped
that that p olicy vill b nonoi;tinu ed under the Commission' s
regime, and fur ther, thaot for th; :'i. st two.years sof their
existence the successor states shall e under an obligation
to grant mi n. *tro trent to a.l members of the United Nations
that accord th: : to thcl.

The abovo i1Lone.r r(.ule'0 of noLI-ua isC]rim in at ion would.
app lied in j .1.{ .?2 2 sJI t pi2evnt .:lsti:no making sp

custom :roont ih noighbouring territories c.f. ti"
ex1 is ti LLr;

Lieba non.
pr;e fr.1reni l.. t Lr iff arr2an jmenQ its with Syria

not be
ecla1
h c

and

TIr, at me n o C i . in l , Co lil.)aLIOs,A Shipp i ng and Civil .viz..tion

43. W hn th m t..: is t:.rcinatod we shall hav no tr Lt ri ts
in± Plest ino. fo our n .ionalo teir. business orC Or h itig

and civ n. iration. Tn tho l.e term thesO can only satisfactorily
(y the nuO: t iatilon of. C a tr_'at y of es;tabli shmLonrit

It will not *k)ea a vi / 1 s' .i ................. VI 1 ) ih the suc ce0. 2 'ssror ta9. to.

pr ractica. i:n :.ioot iate deot:ail;.::d provisionss with the UNO
Cmiissiona.. :.nJ. to covr the position in the iny t r I rim peri wo(1

saliil iave to relyon O

Recormcndatins
44. it is rcomnded tha t :ir

. ' m .usviVen+:di Xp.esJ s d...+C in fairly

.Cadoan should be ask!d -

( a) on tihe tre tmnt of :ods, t6 scuro an under taking
rorosod in pagr ah Al-

aJ

(b) en t ihe tr -_atmorit of7 n t.ion.ails , corparile s anid shippirig t
se 0. n. unrtakLin from Ctl LC:issin thatt while they G.2ISJ 0 r_' ; . .

r csponsi Tl for adinin l.ter tn h't.- r rit ory, they will gr ant ta)

United Nat ions natiLonalsC incl0 .ding jur idicao.l per irson, ntlion:al
and muot fau.rd. 1 n.tin :rtmnt in al matters purtnin to

comrarce~ indut.r7, hippin, civil aviation and other {or:us of
1 Lusino; S:t ty i'thin kltina, sujeet to tlo rociTpr ocal
7 rat of isi i J. t oatentL iio t t e r sby the Unite d Nation

Co)lCo rine to F .1.... nn natinl Thiunde rt.king

3u(d 1. un1dr(nltid] t 1 b: ubjact t nry exception
cast \war ril included in1 cinercil tr Iaties .

Similarly n11( Trvioen :i

tech ofi:" the Uite r

ConClU(dO(i by1 tt ..

th. r.ct to reciprocit y gr ant . by

KULd o unlerstocod to De cjhjec t to

_. he I 1.Ciion1 LI 1 houC ild (912 C alo be atskLed

to .e nutre that, in bl.ni ovur t the : suc ccssor states,

when establish*, A iandertakinvalidr

luast two yuar 2 is oH Li<1 n.id ir om them-n.
a period-

ii: arid
of at

EXPORrTS PRCo PALIESTI i1 'hICH ;r .EG.SENTI 4 J2 TO -T FE
UNITED K I NG D 01.

45. The : i...

Kinaomi ar L -

() Foodtuffs,

.. or to fr om Palstin 7

nly cirtru. ruit

of lin1te rst to the

Pand f fruitt x oducts;

Sr2 ) oluts.

Separ ate noCta

inter'.st CLr?
Fl.) i . of otheV

o on tho aro in the kpenridix C. .a speT c ial
c . of ]i cts i- that it is a United Xin

h0 o roucis to be fre(ly xport (ito mot thei

r27:! t. i the stor2in1 2.rea. and to C r 1 1].LOi
ob'nge.

c 'imendntions
46. It is re~clianf c& .t Sir 1 .

4and p 0 t 1h. tu .l:J. I ni 0. .. . i.d ;. L "

atr1. le m' ar u to by t A riih .al

dos ~t: inatI ins 'o: I~ 2 e '* K:e.

oCadoa L be as..d. to

) the expor

cmi U C11

recEIsi: the
ts oi 'citc.us

(1..) Lso .1.1 '2. por.0 t (D.

cil norapanCi. to S )suIch

be saxii:i. :
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PR CTiRE NT OF FOODSTUFFS

Fod-stuffs

47 The Ministry of F "oI h.s I th-A rto lt v.iLlth:L the
a C for.uppliesprogrammiing:, fponsor ing

for Pa losti.

h.~v aIre e bon %
Mi4ssC;ion inL whiinrgt

la st 'ok to
3n. ! :ai tsfor

rog.uiremns..

si ubri:L t ti
Pal ootinols i

'" . .1 L:by t he; I
art Cf

. C. Thu
o n h boonCiTi oa"aj . w. within th3

he:L I. . *V .~ reqC uir meritss f 01ils

a;) part .1 nora l ji51'o3 Cast

49.. CP rtsa in qua nt iL i s o. th) aI l locat..e. ii ..'&.s..,.: .
have bo en er aP~ 22 in0:) & 1 Ol 7))ire02; Jing prcuo..

bDalancfoc of0 Pal estna 1 947o. regi mma;;te yt
sh1 ip)pu :..

:or I94.8
20omo C.rall

rm1in to bo

50. Fortiliors:

Co J Qlon s... an^ . mftlG... ", terr..:-);1itor i 1.j ith }". tho; Intern
Emrncy ca Counc i in s.......hinton,: Tho only

the

r. a i ; r2

now un~i~... er in1tQIrnet i na1 alloat ionl by th*Jt cd isniroe

an. tho - r.locat;ior of th... 1. rt;Cili !'r t ' 1 '.lotin for tha
fertile rco s on a.:fl zn.'ift 30th Juno, 19, is 2,667 mtric

tons fI N. Of thf.is tota1, tho Uniteo Kilc is. tsu'plJy
1 267 tons, olgium 1,100 ts -anNory':300 ons*. United

Kingcdom eliver1.: .u': m3o tr;gh ''; I.1. (Lo vant) , but
pro curomhcnt :. :' ;li itihin L tho Be1.isn n N r 'iaun

allocations is y1' by th Plestino Giv I ir.nnt, 'ith uch
j7ui2lnco ':s Ia t LouiLru' Ifrom Vi LI1CB usty s 2 ornnnonte

It has oon. *'Y 1h p c i I oi fin thI' t f r th PJi .al :.st.J ;n
C+overm:wint to use the.. I *..I. (Loa.n.flt ) for oraocuI.rn all

sup2.lios of ni tro&on.zit but r:conty Jl t7oi.r;my ha; r3;,pe r C O . to b) .

unwilling: to coantinu.. this arr:Y .ng mnt*

Recomie Ondaetions

It 10rcomndd that Sir A. (Cadgoanbe ],,:ke d:-

Sin r h U.Nt. oi.'.i r"on tha1 1 11.2t i/O il a11 .:tintl; . in
ih itii;:ri ooxisti s:L; sponsorship.,< procar.; :L' C.:;nt mr

fotiJrtlisr cupp7li 9o Ir I 12t i. Th
to I5th hay tho lat t . r the

Na~to.

ruoire~ld up
of; theii

( b) to: infrm~ r tho~. Ul
G.irc rep.:27;1oibi.lity

liKnt oC su l..

1 1.

(.. 4

Cj':si>C in tatU ,ro wileet

Ka Nr «

pnoc._k.u n t n.. shijpm n_ I riu lios , t J r r1. u
Foreign St'ocrtn ray 's unc.ort1:kin I0in the an o Com

12th~ i.)ecomb2.P Ir Porn.o 'tl~hnt :.K o , -C h out tflu

^u (* s .. ).1.i

to tho
on n

t 1ans-3itionL1, aIn. to s tc §:ts... tat. hl1; musJLt :2,L.. 1 7ir trTuct ions10.

Approval is sought for£ the following recomnndations:-

General Financial Question
Assets and Liabilities.
German Assets.
Sf;uaLrds for comiircial

Exports from Palstine.
ProcureLion t of foods-tuffs

s. par15

ineess(para.44)

(para. 46)
.nd fertilisers.(para.51)

-- I14-

AND FTTTSERS

rte{

48,
1948
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51.
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APPENDIX A.

STORES IN PALESTINE
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Haifa enclave, and their safe custody there pending shipment
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APPDiDiIX C.

Palestin Potash
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FINANCIAL AND ECONOMIC QUESTION AR'ITSING FROM TH WITHDRAWAL
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established a Joint Eco nrmric
implement ither directly or
necessary to rm°lisc the et j
Until the Jc int I :icor lumic Boars h
ever does) the Unit ed Natior
responsibi lit y for

N a
and

ti ns Plan nrovidcs:c
the adminis tra tion

ed by
ish Rt
ta tes

a Join
e rate

To d
b

lc
rd

financial. and

th e
ate s

United \Tationsv
in the City of

shall
whose
t Curr

(c)
, whos

y delegati
tives of t

is functi
Commission

ecornmic

(a) that
of Pales tine

which

be united in an
princip al objectives
ency sys ten providing
that there sh&ll be

o functions will be
on the measures
he Economic Union.
oning (if indeed it
will have full
administration.

to

GEI1ERAL FINANCIAL QUES3TIC S

Membership of Sterii ng Area

Palestine

It
Sterling;

has tobe
Area on

decided whether Pales tine
or before the termination

should
of the

1eave the
Mandate.

The basis of the sterlingrarea system is that each
is responsible for exchange control (including ii.port p
in its own territory. Decisions of the local control
automatically endorsed in London and it would be quite
iupracticable for us to attempt to vet any large number
individual transactions, >r to enforce unilaterally any
on a member country' s hard currency expenditure.

remember
olicy)
are

of
limit
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imr~il t li.cen n 31it systm a y EIi 1 L j l

If Trans jordan vr e to ro nin th a r n"rta in

it would asi n1cdssftry ' to 0r an 'e wi th the Trans rtm

Authorities for the; i ntrodJuc ti )n of import liensinu

tig h ten.Lng cf xchan; control.

and th

Storlin _Balances

The mere departure of Palestine frun the sterling; a.]

di n-. 4 t tric t her freed.cirf( t > sprod all her s tarlLn.
r.

in any p r t of th sterling a r o her bne b ut

Within the ar a . ;. to Suth Arinca. The whole f th

batlarnces w uald still be vitiltr ttract unr:Tuitd exports

from the United Kingdom.

At 30th Oc
Tra ns

t ta1
j 1rdan)w e

totb O2r , 1947,
(l t he. latter

e : nr ti tut o.

the stcrlin balances f Pales tine

inga nly a small proper ti oc o f

ap)roximj~a tly ccs follows

£ millions

Curr ency Ecrdy ho ldings
Cr own 12 A ents aFunds
CorLw-ercia i EcrVFnkn121g fund t

Loan toi His Miajas ty' s G-overni.nt

T i l- t i 1.

In the case of the ColoniEs VIe can and do issue
ins tructioe ns o r xchange oc ntrol policy and practice. With
the Dominions we have to rcly on vclu ntary co-operation and a
willingness to receive guidance fror London on major quos tinns
With Iraq we havs:a more formal agront, limiting their
foreign currency expenditurJ. If member does not come
up to scratch andL persis tently ignores the precepts of London,
the only rermdy is to put it out of the s tr-rlin area.

T he United Na ,ti ons C:mVission 1nnws nothing o f exchange
control adminis tration on sturlinw area linesa, and is most
unlikely to see eye to eye with us on policy: even if it did,
its adninistra tive mac hiric ry will b inad qua t o. We c ould not,

therefore, rely upon it to co-opere;te wi tlh us effoc tiv: iy at a

tine when, in vicw of cur critical dollar position strict and

parallel adminis tr tin of xchange control in all parts of

the sterling ar is vital for the area survival.

The Treasury thrufar epronose to s )k Ministerial authority

to arrange ;fr r pals Itine to leave the a trling r a bfor we
ros i n tL~ Vand and the Coonittoo snk our ob; actions to

this proposal. The exact 1u to a t rhich this cttnanE' should

take nlace mus t t o discussed 'ith t h pr sent adrinis tration.

5. Trans ordan

Trans Jordan I s until naw a ntinu d to use pales tine

currency. If les n ltft the rlin area i t would be

virtually impose IUsile f; r hr Yiur h r n 2in .A Tmb er wh1i;

Trans jordan was usin th sfm currtny. Tf thereffr _she

to remain in the t ri (and for po= i tical r: asOns

it is desirable that she shuld) wh n'1 Pl stin leaves it,

she will have to have different currency arrangement s. T t

is undrs t o d that the Trans jcrdan auth ritis are lr dy

considering' tha i of ap oc chin the Iraqi eVornue_1slt with

a view to us inn: Ira qi di na ir n. ta l'oCit C Pals IItine O1.2uncld.

This could be done within shOrt t ime , and wruld be the most

sensible airran crment , since the circul ation in Trans jordan is

so small ( abuut £P 1 milli n) ta seu zpara to currency we uld

be an extsavavinct. Tra:s jrdn hs at pr t no 3p&arte

i trr. ...-. r) er1 af r .Yirr ske tc hy exchaT {n control.

I
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8. At 30th September, 1946 the tctal was about £120
million, so that there has been -Ireduc tion of £20 million
over 13 months of which 5 million was during Octobcr,1947.
Wea are not yet in a position to tell how ciuch -)f the decrease
during the last few weeks s due to aymont for imports and
how much, if any, to switch capitall t;) other pats of the
sterling area in onticipation of cssible blocking "

9 Durin, the transitional perid the balances (if left
free) mus t be expec ted to fall. even ieiwre sharply, since
general unrest in the country .ri ht reduce expor ts from
Pales tine and heXr con idpraL:: c st:r=ling receip t s from
British military oxp ond iturc would ha ,ve come to an end.

10, In -ur rn int'rst t herefor, alestine's sterling
sh u.ld be 1 1I' cdix t an arly cat for the samr reason that
the,. l nia . ypt and Iraq were blocked. 1his

wrould1 be tr: thb (Itrin'1(t f= 9alesfutinc as well as o f thO
United Kindom oc' I .use i t would cissiato resources which t
successor government w(uld r'cuire for more essential

ion ter nu.rposes. nThorc is admri M tdLy The pWL itiCa
ob jocti'nthat, i w do this at once. with17ut givi ng t ho
i nt erim adminis tra1ti on time to show whether i t can c arryv

he

out

an import pk) i.cy that wnuld not result in a serious 'lrawiing,
dovm of the ni0lne es we may be accused 'f sabo tag. The
figures for1 theVv lTt few weeks shou(lI enable us to dom nstrate
tha t i t is necessary for us to take early action purely as a
safg"urd for ourselves and that no political discrimination

,i n tended.

11. T he T'lrue au ury' the rt.f oroa prOpuo'sse t submit a case for

freezin l rtinian lances sub ject to sufficient releases
to cnat e tr to continue and the Commi tte 30e no

ob jt n to this proCpoEs'al.

Currency__Board

12.
_I .n t i 1 the Jo int fTc n)omic 1t. erar

'2 a change in
in

current cy
Confidence

the p "
2? ,:resnt currncy sh'i. uld r t(o retained by continuing to

it conv rtiil into st rl ire even th ath (if we freeze
lalanc es) w) s bnu}lId haive to insis t t ha t radempti on money

should .a:id "o lackd n-cunts (ot herwise this would
loop l'hol n our I bloci r aerran-c r cents)

make

be a

W a s buld n t ha t ce propose t' rea rd the Currtenc y
Board as still r UInt in the sterling arc-a ( is 1
in L:'ndorn) an i:ll v it y _:neral licence to redeem
blocked st: lir nato r;sented t i t in London by
rosiden ts in l1 tir'.

in fact
a for
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14. The Tr+asury re se cKi ng Hini."t :r ial aut hority
for those urn) 'oslis.

RgCoin:nndGantinn

15. It s':..s c r tir that decision on these
gnr ai t ina noial qu ti o wil 1 o taken irnrngdiat e1y

rind before the Unitd 1. tions. CoaaissL a rio is
Cs ta bLisi bc. T his will av id any pos sib il ty of

rn1 rrnsernt throuyhuhe'ocniss illnsu stin <

differ. t Courser froml thaft decitdl , ty t he
United KinJd orn Gov:rir: nt. It is recrk. nderd
th t, w h n the CoQraiYi . n i s s ti n.s1 d a d
discussions on in ia nd econ :i qu 's:tions8

begin Sir ; C(1Ojlo.n shui -

Cl l 1 l d ~ (JL~ 159 i )T t bL.i' (2C.: ;:I _ , i ; IS
) inf. f rtht omis i n;r oft isos'

to memb J y 7f tLs Strlia Ar blocking
stern n s. an.d h Cu:r ny 7 rd Which
have en t n nd th r:et s. ashr t.h

(b) su st h tbo Curi~ nOy 1 b .uld
continue to "'>rn to until bhe e int lon1ci Bohar:d
haL'd bc en f t ~.1 s hid, .ieude oph 1D8 of

the JR t-1rt f tb J1 d hoC nl txl( t 1Li. ( m Comtt itt t
on t he .l s1 tinian Que s ti ni th i va d ailb

h s Ol issuin uth ri ty

ifthe Comiosi7;'n Lr:i , the qXs(tiC.n of tilo
sposalcth riets ifthe Curr.ncf.y B&.rd be

shou:D.ld y t i rLi r sh 1 p tc
be any s urp]us usts h ' i tr*ted in the

sa~me way s y ri th r et f thu ] II fli
Gove'rnr2: nt ( p.r . t elJ.ow)

(d) if th (Cummissio a
the Currency jord, he sh
Kincidoro rGov nnnt w Oul d
this re(q 1u:sE t.

for x r t~ teiTonit o

pr~eod onside
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ASSET S AND LIABILITY IES

L ti J' .; -- - hri n +Ur .LL' JP l stine? ; n f of His Mlaiest's Government

the
the

Details of the vl ue of the fixed assets constructed by

Service Departments in Palestine have been requested from

Middle East but this information has not yet been
i dr It is hTbelieved that the bulk of the assets are

sited on requisitioned and hired land. Many of these assets

are of military value only but others would have considerable
civilian-use value. The Servico Departments are endeavouring
to sell the assets which have boon constructed on freehold
land, but sales of assets of ma jor political significance
will only be made with the concurrence of the Palestine
Government.

17. In the absence of the
tentative estimates of the
but the salvage value of a
requisitionediland is beli
£2 million and the value to
be substantially higher.

U

repo0rt referred to, only very
value of the assets can be made,
sets constructed on hired or
ved to be of the order of
a willing purchaser would probably

18. It is the view of the Palestino Government that if
titles remain in their present form, i.e. vested in the

High Commissioner, thor m iht be a di'fisr ing
the ri:h'hts of th torrniivietrm ierada c w en Iie
in this land rafter nthin

office of the High Commissiolnr will presumablY cease to
exist. This land was vested originally in t oHigh

Commissiner on behalf' of the Service Departments concerned,

presumably to avide any question rising of challenge

under rticle55oftiche cIndate, but it seems clear that the

uneri ticlj of this articlewre not intended to preclude

ordinary acquisition private rights to land, cf. leases

rantsed to foreign consulates and the British Army in

Palestine.

19. It i the conclusion the High Comissionr that the

safest and most ofective ans of protecting nrsts

of H.M. Government in this la-.nd is to v est it directly in

thee SevcDepartilent concerned, either ,by a special

the nvce or oti r is , andc ho has sominforme ilit ry
utorince oconcernedinlPalustine. It is their policy to

Author to sell Off a1l immovable assets with the least

ossbl de ay ut both becaubiymeanble
los s and because inhe tilie and with the stf vailal

it may t1e to dispose of all property, some such

mrt'ho nof, rotecting Hi Majesty t s Government s in crests

appears netossary.

20. It is recomeiIJnded that i
United Nations Commission Si
tat (a) clr distinction
Government assets and ass
and (b) that tie vesting Of
Departments is duly ackn l

H i s i 1.os t u fy- D.

eore to termina.tien o f thiu

21. MJovable Aset8..

n his negotitiios with the
,r A. Cad ogan should ensure
is drawn between Palest ine

>f His Majestyt S

.and directly in
e Iasfulln

Gornment,
te Service

title (

1%1 2 -- 4 1 ,

Tpe only own movae aV Y -

remainin in Palestin alter the terminating

will be military stor as.

Government
Mandate

11
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it would be m.rL;ant that .rovisiOn «S u± iUotintshuchdprovisi o n a s m i gh ex

possiblee in the circum ances then existing should be ra
o tIc i c,0rit ' -nand rovemnt o the sto:

,y. ro a auniav.n J u Lei..Y r sfe cu s tocty zher e pent
shipment overseas if a rmor hurried evacuation were fo

upon us through the Unit&od Nations~ Commission insisting
what we regard as a prematuro arrival in Palestine, then

de

rced
upon

there would be a po lerful argument for insistence upon al
possible facilities being provided for the evacuation of

military stores which thus had to be temporarily abandoned.

TI; is reflAvalnt also that thc evacuation of military
stores on present plans, will b)e slowed down by the policy

of His lMa jestyi s Government and the Palestine Administration

not to interfrre with the citrus trade which is so important

to Palestinet s economy: tlis consideration likewise affords

ground for seeking some auid ro quo as reardis facilities

for subsequent evacuation of stores.

Rc commendtios?

26. It is recommended that
th i th Commi in

Sir A. Caogan should be asked
lans for the safe custc dy of

to
such

stU o Vlf u in.a... t he i.- ... y-df th rm e n t

' 1 (, lft beh in !1J the militia' ry aci forh their movement to

the Haifa enclave for subsequent ovacu ition,

appreciable tim ifter 1st igust,

9

22. There are large quantities of military stores (Naval,
Army and Air Force) in Palestine. A considerable proportion
of these stores constitutes part of the approved maintenance
and reserve stores for the Middle East garrisons and the

Army generally, and with the existing and prospective stringency
of financial provision for the Services the necessary replace-

ment of such stores, if they had to be abandoned in Palestine,
would be extremely difficult. It is essential that every
effort should be made to withdraw all military s tores from
Palestine as part of the general evacuation of that country
b t. Forces ratanv r<atQ tht nQ more than the minimum
qUantitiy shoo.l be los tothe services.

23. The evacuation of military stores from Palestine began
on 1st December, and is to proceedd pari passu with' the
general avaotation of the Forces through the four stages of
plan A, as recently approved by the Defence Committee and
endorsed by the Cabinft. The Commanders-in-Chief Middle East
have, however, given it as their opinion that even the
oomparativey ordarced plan of evacuation, in its four stages
closing in upon the Haifa enclave by 1st August, is likely
to result in a loss of nearly 150,000 tons (worth about
£m75) of useful stores. This is not a contingency which
can be lightly accepted, and the Cabinet have agreed that
special measures should be taken to facilitate the collection
and evacuation of military stores fr m jeti e i clu ing
the appointment of an officer charge yi Uh atIarticu ar
task.

24. There are two devel om nts in the Palestine evacuation

the possible effects of which on the stores situation

Sir Alexander Ca doganshould be asked to bear in mind in

negcotiation with the United Naations authorities. First,

it aem ossibl - and the Commanders-in-Chieof Middle East

think it :s r'obabl -that a considrable quantity of

store in case h to rbe ftbehind atvarious
stgu ] h pcnLuduaca 1 tr troO,.Sco.ndly,

dater ri ration 01af )nt LL xs in P Alectine as between th}te
Jewi ii nd frab cormiufi Lion, tepric:..ture arriv of he

United Nations 1o_.iissir or other factors, may enforce

some telesc iing of t militxyry a evacuation plan now approved

in fvour of a more apiLd withdrawal upon the Haifa enclave.

The Commanders--in--Chi Liddle East foresee that any such

contingrency would .probably mean a heavy additional ab andonment

of storcns alon t1 lin of evacuation. In this event too ,
t be
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abilities of the Palestine
L At J.ti.. .vI J -..-...

Government.

The appointment of a United Nations Commission as an
administering authority for the whole of Palestine to take

over the administration of the country following the termination
of the Mandate involves the question of the negotiations to
be carried out for the surr ander of the assets of the
Palestine Government and thoter=u on whh suoha
surrender should. De maae. In suc n gotiLa ions i. 3s
essential that clear distinction is 'drawn between the assets
of the Palestine Government and the assets of His Majesty s
Government~

28. The Commission will, no doubt, be guided by the
financial clauses of the Plan of Partition with Economic
Union and these present some difficulties as to the definition
of the obligations of the Palestine Government, the moans which
would be available to honour the obligations taken over by
the Commission and the handling and distribution of
Governmental movable and immovable assets.

29. The assets of the Palestine
summarised as follows:-

Governrnen t

(i) General revenue balances;

funds for specific purpOsOS;

funds in respect, of Public Debt;

Government buildings and stores;

internal loans;

Trust funds;

(vii) Palestine 3; Def-once
Certificates.

30. The liabilities of
summarised as follows:

Budgetary

Public

Bonds and Palestine

the Palestine

expenditure

Savings

Government might

until termination

be

of the Mandate;

Debt;

(iii) Specific obligations in respect of th
public servants including pensions,
or gratui-tics;

Specific oblig:tions under Palestine

e right of
compensations

Ordinances;

Contingent liabilites.

The foregoing assets and liabilities are individually
dealt with in the following paragraphs.

an /Io.

27.

6;,

(ii)

(iii)

might be

(iv)

(o)

(vi)

11

(i)

(ii)

(iv)
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31 General Revenue
likely to be of the o
This allows for some
offset by savings in
out the budgetary pro
a deficit if revenues

forecast
balances
possible

Balances:
rdeor of £2

these are estimated as
million at the 31st March, 1948.

slight recession in revenue returns
expenditure through inability to carry
grimmfe. This figure might well turn into
slumped to an extreme degree. No

is possible as to the likely position of revenue
at 15th May; given favourable conditions it may
to hold the position as at the 31st March.

be

The funds for specific purp:oses3 include the following*

Palestine Provident Fund;

Palestine

Palestine ost

idow~s and

o ffice

Orphans'

Savings

Pensions

Bank;

Public Service (s upplomentary

(v) Renewals Funds -"Ports,
Water Supply etc.,

Grants) Board;

Posts a.nd Telegraphs,

The Forego'ng with th. exc p ion o (v), must be
ttiliseto to meet die obligsvsions 1the funds they relate
toI In the case af (v) which amount to approximately
P73400 these funds could be treated either as an asset
Government to be handed over or utilised for appropriate
expenditure on the services for which they were created.

of

33. In addition to tle sinking fund rrangements for the
servicing of the 39Guaranteed Stock dealt with in
paragraph 12, the sum of £3,048,707, being the unspent
balance of the various issues of War Loans (Bearer Bonds) has
been invested by the Crown Agents in the interests of the
bondholders. A further £500,0C)O, which had been earmarked
for a specific purpose, is :.also being invested.

34. Government land and1 buildi n -s are proposed to be
with under the Partitiion Plan by allocating immovable
to the Government of thto rritory in which they are
This may well present difficultiess in the case of the
proposed Arab Q)tate; but in our f :inane ial ner'otiationE
should hand them over to the United Nations Oommissior
a Pest .e Q ovesne trseont ndCthe Commission would
ret;SpiOnsi l.'.eC:.toUr lir subsequen..A]t cispos aLA.0

dealt
assets

situated.

s we
n as
be

35. Internal Loans: t1hoLLe consist in the main of loans to
various municipa..Lities, to CitruTs growers, local councils,
village communities an agricultural loans. The foregoing h
been made from Palestine general revenues at interest on
varying terms of repaymnt u. In addition loans have been
m. d tovIun ciZal .ios Railwa s arn P orts fr om the proceeds

'1eah a .earr Bonds) . h se loans are assets of
e alesine io ernment for disposal as may be agreed.

At the 31st March, 1946 the loans from revenue totalbd
LP.5,245,206 while from War Loans (Bearer Bonds) loans of

1,282,000 had been mado.

Trust fungs consist of .Iuseuim
d , Russian State Fund and Smith

the Commissmust be negotiated with
resp ec ive T rust needs.

ave

of Archaeology Endovment
(B.C.)Trust Fund, which
ion in the light of the

37. Palestine 3 Defence Bonds and Palestine Savings
Certificates were inaugurated under a Palestine War Loan
of 1941 for the purpose of lerhndn the proceeds to His
Majesty t s Government to meet Ar e:penditure. These bon(
certificates were issued on Lresc ribed terms of redempti

Ordinance

ds and
on;

0

32.

(i)

(ii)

(iii)

(iv)

Fund;
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in the case of the 3) Defence Bonds. seven years from the date

of purchase, and in the case of saving certificates the

norma ten-year period. Earlier repayment may be possible

if ths concession would secure satisfactory arrangements as

to the s erv'cin of the 31 Guaranteed stockrelievin
os t es y snGov irnmsnt oftherh iaar1t2on.

His t Majest with in _ ar'rap
satin sfcory indernificat ion a s doa

38. BudgetarY expenditure ma
projects win to labour and
the result is reflotud in th
balanoo given ±i1n parag"raph 1Lb,,

The public Det

.y well not be possible on many
material difficulties; but
.e es tima,-ted General Revenue

:f alestirne consists of:

(i) £?.3,600,00
1962-67

(i) War Lo, (drr Bnds)
totallin x5,791,900.

1st, 2nd, 3rd and 4th issueS

The 3

31st March, 1J
ycuaran teed as
thrder an Acts

Great Britin
Act 1939"(24

ua~r

947
oo

anan

anf tOd LUoan,
stOod it 9i'..

P n t
id Northern Ir
ad 25 George V'

less stock redemptions, at
3,150,000. This stock is
-50intrs tbthQ Treasury
theUlitecd king( o o

eland entitled "The Finance
, cap. 32) .

The ora tion o the Joint economic Board to be set up
une4heCr T~nPan makes provision for the service o

the outstanding public debt of the Palestine Government.

An agreement with the United Nationa Commission safeguarding

the servicing of the 31 Guaranteed stock and War Loans

(Bearer Bonds) should be a major objective of our financial

n negotiations.

41. Pension Obliations

Palestine Government has :pension obligations under

Palestine Ordinances as well as obligations in connection

with the Palestine Provident Fun dWidowst and Orphans'

-eInsions Fnd In :o.ait:i on the Palestine Government have not

s finai their iews as to the payment of compensation

nd ratuitie to public serv.nts and to the police on

tertinha oeadt. rliminary views o he

Govo1n o fPalsig v ic'tdthattheir p; aq~osals,
ma invo cve a i Asul. l :, -Xtin 1;gn the basis of funding

tensions. Howevr it m y c p sible toTrrive at some more
pecnoica e QC*'f'tiztuoarge. The positinrn of

econmical e .off2O eitine Civil Service will need
expatriate co thL main it is hoped that the

majrfu will .L1 other employment in the Colonial

service but th:rtaybe small residue who cannot n so

placed for sm while aft er the termination of the Manate.

42. Obli-ations under Palestine Ordinances

There may well be a number of obligations under Palestine
beordinances which may ned to e given adequate cover. These

in the main deal with requiitionel lands and compensate

payens nd will require to be negotiated The legal
pasect generally in connection with Palestine Ordinances is

e n dealt with by the Colonial Office and it is mentio ned

here because certain financial obliFations may arise for

negotiation.

43. Contingent liabil 5.

It is difficult at this stage to envisage what may be

contingent liabilities; but there may well be items of stores

and supplies which may not be brougt to account on the

termination of the 1liandate" Such claims must obviously fall

to be met from Pales tin; assets
.. 9...0
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44. Qualifications on Acceptance of ;Financial Obligation

In connection with (i)
United Nations Ad ioc Cori
imposes a nualificatiorn as

the State shall rtesPect and
financial obligations f vh

Palestine by the Mandatory
Mandat e shall b e r es? ec ted.
overriding condition that s7
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45, Moans of meein:oli ni2

Then t her . i s the ques ot i on of' tI eu me an s which h the C oim lis s . o n

employ to meot certain a gs rising out of the

;at ions taken over. The servic in1' of theix public debt

hie cost (r)f suran..nrari uat ion i.onei "its now being p id or falling

n f ut ur the Pr rtia tion P. ln nv:isa l Sth.o se charge s as

met fr om the oon r ov nlLu of the Joint economicc car d.

pre su.pooss th t ir will b set und function

;ffauJc r ily; but t 4.,11wou tld a-op er, frto ijc a:doubt foul

)slttonnl p arh1ould tho- be difficult

tting up (a) th respective States, whoh seems probs

as f thc Arab St t( : n.d (b) the c aonmib Unioen, the

ion may n(. t in csit ion to implement its agroome nt
ssion mayunot'

the liab
s t suchi a cont in irncy.
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46. Recomiendat ions

It is
establish

recm1CmndflLe. tii,. 1t Sir A. Cad: gal Shoulid be

the following principleS -

(a) that the surrender of Palestina

condit ioned on the unqualifli.. (c0

incurred by the Palestine G.ve rent

that th liabilities wil exce1 ed the

(b) that notwiths3tu.ir luc

the UNSCOP Report (sue nte )
period lasts, Palestine Goernmnt
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(i) His Majesty's Governmen t i

German enemy asstc .in Palein&

pre cude their return to German

(ii) That the val
Kingdom r e turns to
German assets unLer

tb
Ui1

areownu r

Inte r-Aid
t )c , ld K in gd ami.

(iii T United Kingdom' s sh r

under t hetri. ct, 15 charged
in Palestine.

wi th

so oaltsh.i p o r

to se that

with as tocontrol;

is including the
. .%. pparat ion Agency
jur isdiction,

the value
ofS

Unitedof

the Ge rman assets

(iv) T Assembly the ter allied seperttionAgency wculd,

we readisdstill rgrxd t'he: United Kingt~dom asth
wve arenadvised sibcomtini for German assets n

over i nt wehr rs t; th mandate over that territory had

been relinquished,

49. era xr under the C control of the Custodian
419 Go r manEyxt rt for -a--

of Enemy ci roety :o -1.es71

assetGr m
asse
Act
adju
exto

These assets
ts to the val
ans inter ned
ts a re liable
unlss such c

Lstments made
rnal assets,

United Kingdomz
in Palestine is

toa Cme£ uiill:L :ion nd there are fur ther
total se2 twice this uare belonging to

in ertaps dwin utrlia These latter

to bParlesn ad n srthe u r0 under the Final
t rl a e rld tobe neuiy" After

under t hl F1 accountin, rules for

e um likely to be clear gd against the

Son sh .ru in respect xGerman enemy asset

4 million.

50. Steps takenbystysGvernment 
to ecurO control

an t r an 'e r 1Lory st in Paltne

The iHigh C ocmmiss ioCner. cor
instruct the Cust od.ian of Enemy

vest fartYr any uan ropert
(. O.. internees' property).
consider measures whereby & nLl

--11-

stinehas toen asked to

rorty for Palestine not to
y whicho may have to be releasedHo ha l aso been asked to

ch of the ifimovabi property

GEC Alm E EA ASSE S 'IN P I T NE

47. The General Background, By the decision of the Berlin

C nfr~V~O fJuly Aug ust 1945, it was decided that. "the

repatation claims of the Uniited St::-tes, teUie igo n

other countries to reparations shall be met ....- ep-.ins

and f'rom appr op riate e.- : i ranexternalasset s'' By teprvsin
od Aart I of the Final Act of the Paris Confr fence

o 
cn, 

"each signatory GoVrnnt a u r sh

procedures as it may choose, ordispos of German assets

within its jurisdictio n in mannerse des i Wied to preclude 
their

r e t u r n t o G e r m n ow e ht sLc-e 2
s such assets' rilL2fatI

ttshe Final At satu tt "he naure of each. contracting

Government shl beodtoeto mean that the effect of the

present Agreem ent extends - - - - - - - - - to territories

under its protection or suc.r.-,ntY or over wi xch it at present

exercises a mandte"n UnderArt1icle IF of the Final Act of the

Paris Conference on Rearation,9the Inter-Allied Reparation

Agency must char the reparation account of each signatory

Government for th German assets within that Government's

jurisdictiOn, and each SigntOry Governent is reined to

render a return of the value of such assets as defined under

Article 6 of P.art I of the Areeiment . His Majetyt. Go emn

signed the Pa;ist Ire hent; on the 21st December, 1945, when it

exercised a mandate over Palest ines.

48. The position of Eis Majesty s Government in re ard to these

German assets in Palestine is thus!-
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as possible can be
been asked to advi
United Kingdom of
become available a

liquidated. The
se on the possibil
all .liquid assets
s the proceeds of

Hi gh
ity of
now ov
sale o

Commissioner has
transfer to the

railable and which
f assets.

51. Possible Financial Effects

In
Kingdom
Repacrati
included

th
ju
o ri

0
Paris Act
the facts.
the value
been liqui
to the Uni
participat
Final Act,
reduce our
German ass
e quiveale nt
had includ
reduce our
forecast.

e first estimate of German assetss within the United
r isdiction which has b.;n made to the Inter--Alliecd
SAgency, the sum ofl approx imrateiy £2 million has boen

n account of these assets. The provisions of the
enable us to adjust this estimate later according to

The fact that we .re bligod to account for assets,

of which we know for certainty, e. g. because they have
dated, but are unable in act to secure the transfer

ted Kingdom Excheciuor, would rme an that our

ion in other assets under CactegoryA of Part I of the
would be reduced. One effect of this might be to
shar e of Swiss francs derived from the disposal of

uts in Switzerland. This reduction would not be the

of the value of German loseto in Palestine which we
ed in the I. .R.A. return, but would definitely

share t o an extent which at the moment cannot be

52. Jewish Claims for reparation payments

The Jewish Agency have hitherto claimed, that , as
compensation for the sufferings of Jewry under the Nazis,

Palestinian Jews should rece ive compensation out of reparation

payments over and above that already provided for in the

Final ct. Jewish pr opaganda will no doubt claim tbat the

whole of German assets in Palestine should be earmarked for

this purpose. The Jewish gency has alr eady been informed

that contributions from reparations for' the rehabilitation of

non-rep atriable victims of Gerri ri action are governed by the

Final Act of paris. Any contribution to Palestine over and

above the agreed Palestine share (on Future act ion (ii)) can

only be made at the exrense of His Majo!1sty' Government, whose

responsibility it is to account for all these assets, the non-

receipt of which i would adve rsely affect th reparations receipt

of the U ni ted Kingdom : .xcho;quer.

ts

53. Recommendttions
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(c) In so far as we
the foregoing, the re
Inter-Allied Reparati
gr ounds that this had
accessibility of the

were unable to succeed in (i) and
turn of the value of these assets
ons agencyy should be written down

beeon brought about by reason of
assets to the United Kingdom.

(ii
to
on

the

9!:'

)in
the
the
non-

54. Pales tiV s imbe hipO !International Economic and

Financial Bodies

The Official Comrittee on
making re commeindat ions on all
(including member ship of inter
bodies such as tho Iniitornati(on
United. Kingdom on Palest nue a

Palestine are revie-wing and
inter national obligations
national, orconomic and financial
:.1 Monetary Fund) assumed by the
b ehalf2.

55. 3afeguards for C... urcial1interests

We need to safe
in the inturi np k-r i o
and the negotiations
states. Our. object
the Commission which
the Commiss io n is .c
an interval thereaft
commercial treaties
that we shall have t

some restraints on t
their first year or

guard our Cornercial position
r betWeon the layi)n.g down .of ti
of long t er m agreeme nt s wi th 't

should be tu negotiated an arr
will oaf e yi' rd our })ositioni 9

t ually adri ni nistor ing the te rr i

er sufficient to give us time

with the successor states. I
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he economic freedomr: of the new

two o. their existence.
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not only wh
t ory , but f
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states for

r
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56. Treatment of GcJood.

Palestine is at
A-tgreement on Tar iffs
Government in the Un
etc. as well as the
Foreign Office Lgal
will remain a pary
after the Mandate i.s

endeavour to secure
will continue to apm%
rules, ab
Agreenmeent
all other
in practi
Palestine
in har:.din
a similr
should be

solutely in
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r ade which was si ned by His Majesty s

zri;dom on behalf of the Colonies,
Lingdom itself. It is f or the

or to say whether or not Palestine
Geneva Agreemcnt on Tariffs and Trade

down. Be that as it may, we should
ertaking from the Commission that they

Geneva ement on Tariffs and Jrrade

ion to other parties to the Geneva
rae and conditionally in relation to

to the extent that those countries
minate" against the commerce of
n soul. also be asked to ensure that

ce sour states iif and whon established,

d for a period. of at least two years
e.e ni

57. We can sL support our request by reference

under the terms of 'the Mi\,andate, .Oalestiie was

equality of treatmeicnilt to the goods, nationals

memb er s of the L agu4.j of IIat i on (anid by a se
to ti'he U .S.A. ) and that this h:id t o be given

the countries ccncC r ned di. scr 1uiminated aa<in1st
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to the fact that,
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non-discrimination in commercial matters
*thiat that policy will be continued under

r egimead the r, tha t fo r the f ir st
existence tesucocessor states shall be

to grant m.f.n. treatment to all me mbers
that accord the same to themn.

and it is hoped
the Comrnussion s

two ye ar s of the ir
under an obligation
of the United ]Nations

58. The atb
applied in
customs agr
existing pr
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suc h a nyri as to~ pre2
cemeni-ts with nigP. khb o
efe rentil. tar iff ar

non.-di saor iniina ti on would no t be
vent Pa.ile st ine main special
u.rling territories a. . the
rngmnYhIrt s with Syria and

59* Tr eatme nt of N ot ionatls,_..ogglpniuFs Shipng an iil viati on

When the Manidate. is turn inated we shall

in Pal.est ine for ouir nat ionals5 their buismne
anid c ivil aviat ioni. InL the lon t erm the se

be sarfe guarded. by the nvooLI at ion of a treat
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60. lt is recommeOflId thai~t Sir C~ adoa n should be asked --
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61, Expo rts fr on~ le.gtLline 11...2. essential to the U inu

King dom

The main expoir ts .1rou Pale stin'e ef initerest to the United

Kingdom are -

(a) Potash;

(b) FoodstuIffs mintly citru .. r uit rd fruiit or oduc t s

( a ) Pc tr o1(~~leum) oduc't s

Separate note
factor in the
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needs of other
exchange. )
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PRO C URl':EENT OF FOODSTUFFS ALD FERTILI SISRS

63. Foodstuffs

The Mvinistry of ohas; hitherto ial't with the
programmliig, sponsoring
for Palustine.

64.
1948

n prC'couromont of

Re cuiromen ts of brn grain
have a lre ai.yben ;c.0ons i'. or .

ant~ rico for
by the I..F.

f oca SupplioS

part of
C. The

Food M!is slion in hington h; boon askod within the
last o .. t subtlit 'U e l. ho I .. re * "YV:CLuiromofnt sOf oils

and. ats for Palst in:; t- , s nort o1.1z;rl 11 iIc1dle 2ast
ro cuir ome nts.

65. Crtain quant Jii

balances of Plst ini n 1 9
shippa*.

th. :KLloc a tJ.e, oos C) for 1948
being' procureK. Some small

i'e uirmoento yet remain to be

66. For ti1isrs

rrw Uni 1;
Colonies an..
Emorgoney Foo

. Iinnt vrnspoi re the oguiremonts of the

m, atr t i.. rrit or i 0 i.l.th the Internat ional2.
Counc ilciii shinton,. The'~ only f'ertiliser

now unb.r internet ion 1 ol t in by tha.t bo'y is nitrogen
and the allocation of this forti lisr to Palistin for the
fertilise r soa.:on on in 30th Juno 1948 is 2,667 metric
tons of N. Of this tot 1 tho; United Kingdom is t supply
1 9 267 tions, Be lgium 1 91 00 t on on NorwTray 300 tons . United
Kinl .elivrio r m . through. I .. I. (Lovant), but
procurement of s.up li;s_;ithin th1 Belgian and Norweogian
allocations is lCi by th PaLotin i Govenmnt, with such
guidance as may be roquiref fro i 1'ajsty t . Government.
It h:s boen th prctic in hu :t 1.r the Palestine
Government to se th1 I.;.I. (Lvan.It) for procurinr: all
sup li lOf nitroon, but coti.Ily Nrxay
Ji2rl li.ng to Coitinut..h Li.s a rr an; ":1 nit.

67. It is rocaoe .

las .appeaPr0

1o asoCed:-

to be

(J to ? i r1 ? "' th.. U.N. C> K': 1in.. tha.1\t 'Ye w'ill J aint tin
exist in spons arrhi .. rocuren'~ fInt n shiopin; of food and
.forDtlise sapJli~ ;. .v 

3
L~ ichi \ill be ro quire du

to 15th M y! the 1 U..r. t or!int ion O thetan 1 ^1t .L

(b.) to inform'1 th1, U. . , v:. ;. s ioni. th
root r;prmsib ility c u r ip

.:t r <ill accept no
proc0uromol'.nt an. ship-

2su ly.

( c) i the U.N. Commissioner
p rocurmrn and ohipmentff o'.

Foreign Socr1t2ry s un1.rta.:in in
1 2th: D)ec buri to ru ndor O5 riictnc §.
trans i tion,

':t us ' to coninu o I'LC 0. anO.to
up. .lus, to rofor 'to the

the j .lS0 of Como on
toe om0Jth out the

an. to stte t hot ho must su instructions.
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PalestinoPotash

By a ln.-st:n1 rt.Yi , ment wJ:ih tli, Palsr tl n Pot ash

Co. the who lt outut of ptsh is et;~n by i is L.4ty s

Government on a cst-p:lus 1 2 proit bsis. Tis pot';sh

"- s used to m t in mrt tuL ruJ if0.ts oi the Unit

Kinc rem, Do.inionsh 2 n CO1oniy, u.. t .e1 rc' nt arr n >&r.i nt

00oniuos the prow cdur pprov \J by the Intern tional

mlorgroncy Food Co1unci l r t po i when potash was

sub ject to intorntional llocation. aloai potash
C; s on 30th June., 19 967. The company, un'r r itish ani

Palccstinian Dir or ,1 7( yo e from

1 93-, 'r nto) by the igh onrisiOr n bu 'f of

Pa'lostn, an. lo by rcoorit ith the in T1Ir n;jor .An

on behalf~ ofl th:L:t territory lin xghichi .7rt, o T~C con c>ssiont j. l..ir, jo

lios. iRyaltios are ur.i . t PfAl7tUin, n2 . .

2, Thr potash from thes cncoson r0 c nt ins o hih

.1.. .'* ]pore ntag of K2)0 an. this hi C lity rtilis risr
indispens a olo to the fo pr1. ut in1 the United 7iinji.m
an]. the Ii ro. P otash of .this .ili.ty '& p~JDl: c fny short

fall on Pi1 tin sr cupj lies cnniot b ':bi. in l from ether

sources n i is C; sen't ial taC on'ur th:;t t xistinlf

u) !ly rr n1g er"ent ~) , 'ihicht1 a(J0i )Cr29 VIcc to' thI comlp2-ny and
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Minutes. I.

The attached copy of a letter from Mr.

Trevelgan to Miss Loughnane of the Treasury
contains the draft statement in which Eastern
Department have concurred. We now also have
a re-draft by the Colonial Office enclosed in

the attached letter from Mr. Boss to Miss
Loughnane.

Mr.
re-draft.

Boss,in the
has stuck

final paragraph of
to a form of words

his
about

the Currency Board which do not suit Eastern

Department so well as the. form of words

adopted in the Foreign Office draft. But as a

matter of fact the Colonial Office statement
that the "Currency Board will continue to

function on behalf of the holders of currency

and of Palestine generally, pending ordinary

transition to what arrangements may in due

course be made for the future of the currency

in Palestine" has already been made in reply 1

to a Parliamentary Question- I thinks,

however, that the statement now under

consideration is bound to be much more, widely

read and discussed than the previous Parliam-
entary question and I therefore think we

should insist upon our wording. This merely

speaks of the existing Currency Board
"continuing to function during the period of

transition"and does not involve us in
responsibilities which might be indefinitely

prolonged, even af ter the termination of the

Mandate.

much further progress

will be made in this matter before the New

Year. I imagine that before any statement

is made the Treasury mus t :-

(a) Have Cabinet approval for the
proposals contained in the Overseas

Negotiations Cormittee 's paper, and

(b) Make the necessary arrangements for
the exclusion of Palestine from the

sterling area and the blocking of

her assets.

I understand from the Cabinet Office that

it is not likely that the Cabinet can take

the O.N .C. paper until the beginning of

January and necessary measures by the Treasur

will also take time. It may therefore still

be possible to make this statement in the

form of a written reply to a Parliamentary
Question when Parliamient re turns in January.

(J.G BEITH
22nd December , 1947.
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The approaching termination of the Palestine

mandatee has made it necessary for us to consider

nost carefully what financial arrangements should

be made in the interests of the successor Govern-

nents in Palestine and of the sterling area as

a whole, in order to preserve the resources of

Palestine for the use of the new States and to

safeguard our own balances, We aredk

wrin th peiodof our withdrawal

-Iro wn

aalayonab~xaiseumsacWs

During the period of the Mandate, Palestine

las been a member of the sterling area. She is

also the holder of sterling balances, the present

total of which is in the region ofL.00,000,000,

a large amount in proportion to the size of the

country. These balances have been decreasing

rapidly in recent months and £ ...... million has

gone in the last ..... weeks. This drain obvious-

ly cannot be allowed to go on. Large withdrawals

inspired by lack of confidence in this period of

uncertainty, weead mean that the resources of

Palestine which will be needed w for the

development. of the country L/frittered

away in a few months. The drawing down of the

balances in this way would also aggravate the

balance of payments problem of the United Kingdom

and the rest of the sterling area.

As in the case of other countries holding

large balances -e.g. India, Egypt and Iraq - the

only way in which the drain can be stopped is by

blocking the greater part of the balances.
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have decided therefore, for the reasons ' ist

given above, that the balances of Palestine must b

similarly blocked and have taken steps accordinl

TT

successor twichill

end carry on their normal

international trade. i..e eP s

agaetin that ii tiui 1cbayi h ite8s

o'hat H4M.Government will make

available Palestine during the

interim period and subsequently -e-i-aeesr

he resource s

which are necessary forp e.eee-toet her

needs 3  s 9 aisoeensure that=:M ere

is no interruption in the machin sof procurement

&an4- t f the feo d'smd raw m eri al s which

Palestine quires, though i-tif-co

-esnti-el-thy r e suggessor statesdup

their o y for procuring their

nepds at the earliest possible date.

For tm -present nee-o f-PalentiT3

x million pounds being released immediately in

order to provide y million pounds as working balan :

for the banks in Palestine and z million pounds to

be used together with current accruals of sterling

which would be at Palestine !s disposal for current

expenditure during the next So months.

The amounts of these releases have been

arrived at after careful consideration and consult-

ation with the present administration and 
H.M.

Government is s&tisfied that they should prove

amply sufficient to enable Palestine to meet all

her needs during the period. .The whole of the

financial arrangements and the policy for release

/from
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from the sterling balances will be the subject

of consultation between H.M. Government's

representative at' the ,United Nationa, Sir

Andsew Cadogan and the Commission for Palestine

which is now being established by the United

Nations, and the views of the Commission will be

given full consideration in the formation of

policy in regard to future releases. As soon

as the Joint Economic Board is established,

we shall also initiate discussions with that

Board for the same purpose.

In the special circumstances of Palestine,

Z
where we must assume that for a period at least

a thorough and comprehensive exchange control

-U 
will be lacking, the blocking of the balances

would not entirely safeguard the resources. of

Z Palestine, while the country remained in the

Z sterling area. If we allowed a situation to

continue in which such leakages could occur

we should not be carrying out our responsibik-

m ities tothe starling area or to Palestine.

o We therefore consider it desirable in the
F- 

_

interests of both that Palestine should not

z
remain a member of the sterling area and she

O has ceased to be a member therefore from
z

.......... , the date on which the balances have

been blocked.

The existing currency boa d will continue

to function --aa transition ..t&
.V I

. We are anxious that the

LL United Nations Commission should be represented

on ' the Board, if it so desires.
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The approaching termination of the Palestine

Mandate has made it necessary for us to consider

most carefully what financial arrangements should

be made in the interests of the successor Govern-

ments in Palestine and of the sterling areaLas

a whole in order to preserve the resources of

Palestine for the use of the new States and to

safeguard our own alancesJ H.M.G. are resolved

during the period of their withdrawal/

in their power to prevent damage to the

and economic structure of Palestine j

During the period of the Mandate,

has been

also the

total of

a large

country.

rapidly

a member

holder o:

which is

amount in

These

in recent

of the

f sterli

in the:

propk rt

balances

months.

to

fi

do all

nancial

Pale ) tine

sterling ar::a. She is

ng balances, the present

region of £100,000,009,

into the size of the

have beenjtlecreasi.n

and £..... million as
ft lw w AW o

gone in the last ...... weeks. This drain

obviously cannot be allowed to go on. Large

withdrawals inspired by lack of confidence in

this period of uncert irty, mean that the rsour-

ces of Palestine which will be need.-d for the

development of the country r in daner of being

Lfrittered away in ac few months] The drawing

down of the b lances in this way would also

aggravate the balance of payments problem of the

United Kin dom and the rest of the sterling area.

As in the case of other countries holding

large balances - -. g. India, gypt anC Iraq -

the ohly way in which the drain can be stopped,. i;

by blocking the gr at-r part of the bilances.

H.1.G. have decided therefore, c" hr e
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given abovethat he blancs off P'let nc mus be

s iila 1 blocked n(_ _v.. oaken steps accordingly

This action will not deny to the successor. States

the resources which will enable them to crrry on

their normal international trade. H.M.G. will

make available for Palestine during the interim

period and subsequently, the resources which are

necessary For the country's needs.

rpresen bu°t
For/requirements x million pounds are being

released im ediately in order to provide y million

as working balances for the banks in Palestine and

million bounds to be used together with current

accruals of sterling, whichtwouldbe at Palestine'

disposal for current expenditure during the n ext

month.

The amounts of these ' lases have been arriv

at after careful considerations and consultation wi

the present administration and H.M.government 
is

satisfied that the should prove amply sufficient

to enable ] estine to meet all her needs during the

period. he whole of the financial arrangements

an The,( policy for release from the sterling bala

will be the subject of consultation between 
H.M.

representative at the United Nations, Sir Alexand

Radogan and the Commission for Palestine 
which is

being established by the Unit;d Nations, and the

views of the Commission will be given full consid

in the forat-.n of pclicy in r ard to future re

As soon as the Joint Economic Board is establishe

we shall also initiate discussions with 
that Boar

the same purpose.

In the special circumstances of Palestine,

where we must assume that for a period at at least

a thorough and comprehensive exchange control will

be/
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No.

Draft.
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ell

will be lacking, the blockinor u'

would not entirely safeguard the

Le1. l ces

resources of

Palestine, while the country remained in the

sterling area. If we allowed a situation to

continue in which such leakages could occur,

we should not be carrying out our responsibilities

to the sterling area or to Palestine. We there-

fore consider it desirable in the interests of

both that Palestine should not remain a member

of the sterling area, and she has ceased to be

a member therefore from ............. , the date

on which the balances have been blocked.

rThe existing currency board will continue

to function during the period of transition.

We are anxious that the United Nations Commission

should be represented on the Board, if it so

desires.
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Tel. No.: Whitehall 1234
i

Your Reference..........-------........

Treasury Referen. 2 -

TREASURY CHAMBERS, 1 .

GREAT GEORGE STREET

LONDON, S.W.1. 2

19th December, 191+7-

Dear lr. Trevelyan,

I enclose a draft of the Palestine statement which I hope is on

the lines we all agreed last ni:;ht.

and Mir. Boss. 01I Cou.4A.ae..

I am sending copis to ;. .oei

Yours sincerely,

i. Trevelyan, Esc. ,
Foreign Office
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vs

To ask the Secretary of State for reign Affairs whether he

will make a statement about the present position of Palestine in

relation to the sterling area.

During the period of the Manate Palestine has been a member

of the sterling area. She is also the holder of sterling balances

whose present total is in the region of £100 million, a large

amount in proportion to the sise of the country. These balances

have been decreasing rapidly in recent months and £ million

has gone in the last weeks. This obviously cannot be allowed

to go on for it is in the interests neither of the United Kingdom,

whose balance of payments problem is aggravated by unrequited

exports, nor of Palestine since it means the frittering away of

assets which will be needed later on to enable long term development

projects to be carried out. 1

As in the case of other countries holding large balances, e.g.,

India, Egypt, and Iraq, the only way in which the drain can be

stopped is by blocking the greater part of the balances. In the

special circumstances of Palestine, where we must assume that for

a period at least a thorough and comprehensive exchange control will

be lacking, blocking would not solve the problem while Palestine

remained in the sterling area. Moreover, at this time, when our

external financial position is so critical, the sterling area could
leakages, which
might be very not risk a member which was not in a position to administer
substantial, from

of the strict exchange control on normal sterling area lines.
steeftg are-a

through As from therefore, Palestine ceases to be a

member of the sterling area and her sterling balances have been

blocked. 6 X million is being released immediately in orderto

provide 6LY million as working balances for the banks in Palestine

i



and A £ million to be used, together with current accruals of

sterling, which would be a Palestine's free disposal, for current

expenditure during the next months. The amounts of these

releases have been arrived at after full consideration and

consultation with the present administration and we are satisfied

that they should prove amply sufficient to enable Palestine to

meet all her needs during the period. At the end of that period,

or earlier if necessary, we shall have to discuss with the Joint

Economic Board the amount of further releases required.

As regards currency arrangements, the existing Currency Board

will continue to function mutatis mutandis in the interests of the

holders of currency and of Palestine generally pending an orderly

transition to whatever .arrangements may in due course be made for

the future management of the currency of Palestine. We hope it

will be possible to arrange for the United Nations Commission to

te represented on the Board if it so desires.
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OUJT FILE

OJFFOREIGN 
OFFICE,

S.W.1.-

20th December, 1947.

Many thanks for your letter of the
19th December and the draft t about Palestine.
Eastern and Economie Rela tions Departments have
suggested some amendments in your draft and I

Senclosing it. Could you let me know on
Monday morning whether you agree or if you have
any further eovments? ~

Since the House will be in recess at the end
of this mon th, the statement will have to be issued
in sore other way other than as an answer to a
Parliamentary Qu estion.

I am sending a copy of this to Bass. Beith
also has a copy.

A

0

H. Trevelyan.

8

Miss ?.,. Ltghnane,
Treasury.



The approaching termination of the Pal: at 1e
L.T.

Mandate has made it necessary for us to oonsid*

most Qaretully what financial arrangements shouA4

be made in the int rests of the successor Govertb

mental in Palestine and of the sterling area as 1

a whole, in order to preserve the resources of

Palestine for he use 6f the new States and to:k1

safeguard our own balances. K.M.G. are resolY

during the period of their withdrawal, to do a&

in their power to prevent damage to the finano4

and economic structure of Pales tins

During the period of the Mandate, Pale-tI

has been a member of the sterling ara. SheC

also the holder of sterlinL balances, the pre

total of which is in the region of 100,000,00

a large amount in propvrti nto the size of

country. These balances have been deCreas t4

rapidly in recent mo nthat and £..... mill4&M b

gone in the last ..... weeks. This dzi V

obviously cannot be allowed to go on.

withdrawals inspired by lack of confidoene4

this period of uncertainty, mean that theW*

ces of Palestine which will be needed fori% 8

development of the country are in danger *tbGP

frittered away in a few months. The dra*i0 i

down of the balances in this wa would al

aggravate the balance of payments problem + e4Wb

United Kingdom and the rest of the sterliM i4

As in the case of other count ies holdUN

large balances - e.g. India, Egypt and Iz1I 11

the etbly way in which the drain can be

by bLooking the grater part of the balanM$"

H.M.E . have decided therefore, ror the re

given/



) ,T

g.ren above,that the balanoes of Palestine must be

t*#ilarly blocked and ha.v take eps acordingly

#his motionn will not deny to the suo essor States

the resources which will enable them to onrg.on

heir normal international trade. R.M.G. Will

make available for Palestine during the intoim

Period and subsequently, the resources whioh are

gs0seary .fr the country's needs.
present

Por/requiremonts.z million pounds are being

leased im ediately in order to provide y million pounds

working balances for he banks in Palest.ne 'andd z

4i~lion Pounds to be used together with cearrent

als of sterling, which would be at Palestine's

posal forc urrent expenditures during the net

., .. months,.

Th aants of these releases have been arrived

ter careful consideration and consultation with

sent administration and H.M4 rerment B8

ill that .they sh.uldt prove amply sufrioient

RaJ, pmisabine to meet all her needs during the

The whole of the financial arrangements

4auitb policy for release from the sterling balances

She subjectt of consultatic n between H.1M. Government's

apwAentativ . at the United Nations, Sir Alexander

and the Conwaission for Palestine which is now

.g etabliahed by the Unite Nations, and the

views the Oomnission will be given fall oonaideration

i& ,b formation of policy in regard to future releases.

qgegas the Joint ,Economio Board is established,

tie .p also initiate discussions with that Board for

,a,1 purpose.

. the special circumstances of Palestine,

he must assume that for a period at at least

I gh and comprehensive exchange control will
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will be lacking, the blocking of the tinui

would not nttirel eaguard the reso *

Pale0tinw, wbile the country rema ne4 W

sterling area. It we allwed a tu

continue in which euci leatage ooul

we should not esxxryint ut ttUr 1res

to the sterling area or to Paleatine. -

fore consider it desirabwe in the intdlpb

both that Palestine should not rem.r *auSP

of the sterling area and she has oeee 4 Vte

a amber therefore flm ... *.e....

on which the baanocs have been bloctkt.

TheQ ZiSting currny boar will S Sn

to flnotion during the ptetS ot trane$t in.

-i

Weft arezlz ustht Uniteu ftti. -

shc uld be reprsented on the Board, 1* xI
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Colonial Off ice
Dover House,

Whi tehall, S. '.l.-

1aDecember,1947

Dear Miss Loughtnane,

I enclose a re-draf7t of the Palestine Statement
circulated with your letter of' 19th December, which
was typed before the Foreign Office re-draf t was
received. In view of the urgency I have not
re-east since the amendmnents I have suggested in the
main body of the Answer are merely verbal, and may,
I think, be regarded as superseded by the ?oreign
Off ice re-draft which generally seems an improvement.
The question of general policy is being submitted
on other papers to the Secretary of State and
therefore I do not comment on it.

Regarding the final paragraph relating to the
Currency Board however, we prefer the original
Treasury drafting subject to one amendment. Ne are
anxious as a matter of general policy to avoid being
associated with the United Nations Commission in any
joint responsibility, while being willing to give
them all facilities and information about wha t is
happening. Accordingly we feel that on this point
we must isk for the amendment indicated in the
enclosed re-draft which has substituted the words -

*appoint a representative to act as an observer
at the deliberations of the Board If the
Commission so desirea"

for the original

"be represented on the Board -if it so desires",
M1og M.LOUGNA , I
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I am senisa oopses of tbis letter an enclosure
to Mr. Trevelyan aM Mr. Beith.

Yours slioerely,

(w.G.Bose)
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To ask the Secretary of State for Foreign Affairs whether he

will make a statement abadt tbe present position of Palestine in

relation to the sterling are.

During the period of the Mandate Palestine has been a member

of the sterling a.'ea. She ia also the holder of sterling balances

whose present total is in the region of £100 million, a large

amount in proportion to the size of the country. These balances

have been decreasing rapidly in recent months and £ million

has gone in the last weeks. This is a serious matter both for

the United Kingdom, whose balance of payments problem is aggravated

by unrequited exports, and for Palestine since it means the

frittering away of assets which will be needed later on to enable

long term development projects to be carried out.

As in the case of other countries holding large balances, e.g.

India, Egypt, and Iraq, the only way in which the drain en be

stopped is by blocking the greater' part of the balances. In the

special circus stances of Palestine, where we can only assume that

for a period at least a thorough and comprehensiv exchange control

will be lacking, blocking would not solve the problem while Palestine

remained in the sterling area. Moreover, at this time, when our
O

external financial position is so critical, the sterling area

cou3d not risk leakages, which might be very substantial, from

any territories of the area through a member which was not in a

position to administer strict exchange control on normal sterling

area lines.

The recent heavy withdrawals of Palestine balances make it

desirable that immediate steps be taken before the termination of

the Mandate to conserve her assets. As from therefore,

Palestine will no longer be a member of the sterling area and her

sterling balances have been blocked. £ X million is being

released immediately in order to provide £ Y million as working

balances



balance for the banks in Palestine and A Z million

to be used, together with current accruals of sterling#

which would be at Palestineea free diasosal, for

current expen4dture during t k next months. The

amounts of these releases have ben arrived at after ful

consideration and consultation with the present administration

and we are satisfied that they should prove amply sufficient

to esaable Palestide to meet alAber needs during the period.

At the end of that period, or earlier if necessary, we -

shall have to discuss with the Joint 1conomac Board the

amount of further releases required.

As regards currency arrangements, the existing

Currency Board will continue to function mutatis mutandis

in the interests of the holders of currency and of

Palestine generally pending an orderly transition

to whatever arrangements may in .due course be made

for the future management of the currency :f Palestine.

we hope it will be possible to arrange for the United

Nations commission to appoint a presentative to act as

an observer at the deliberations of the Board the

Comission so desires.

O

',
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Dear Hall-Patch,

Arasury embers,

Jrrat George *treet,

22nd December, 1947

29

PALESTINE

Please see enclosed draft Paper. I should

value any comment - as urgently as possible.

Yours sincerely,

i"

Sir Edmund Hall-Patch, K.C.M.G.,

Foreign Office.
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Draft of 21st December,194". !

PALESTINE STERLING BALANCES

Palestine's normal trade position shows a heavy deficit,

balanced hitherto by heavy British military expenditure and

by the Jewish Agency Gift - dollar scheme. Even with these,

and in spite of movements of capital into Palestine on private

Jewish account, her sterling balances will have been reduced

in 1947 by some £20 million. On 30th November, 1947, they

stood at £98.2 million, and on present guesses, they might

be reduced by some £33 million in 1948. -

2. Such a rate of withdrawal is altogether beyond what-.

we can afford.

3. It would be quite out of line with other settlements

we have made, and provoke demands from India, Egypt next dime,

and many others.

4. The balances are not concentrated in the hands of a

Central Bank, so that (even if there were an "opposite number"

with which to make an agreement) we should still have to take

positive action in the U.K. This action must be under a

"2A freeze", which can at once liberate "enough to go on with",
o

and need not apply to e.g. private accounts.

5. The problem is to determine what amounts, and what

classes of accounts, should be liberated. The following 8

suggestions are put forward to deal with balances at

30th November, 1947, viz:
£ million

(i) Government 10.1

(ii) Commercial 44.1

(iii) Currency Board 43.2

(iv) Loan to H.M.G. 0.8

98.2

(i) Government balances £10.1 million

The Working Party recommends, para. 31(d), that the

surrender of Palestine Government assets is conditional on the

/acceptance



acceptance of the liabilities incurred by the Palestine

Government. It would be reasonable to make any releases

subject to Treasury permission until satisfactory arrangements

have been made to this end. But immediate permission might

be made for the release of say £1 million as a working balance.

(ii) Commercial balances £44.1 million

Balances of private individuals (not included in this

figure) need not be blocked at all. This will obviate a

mass of detailed administrative work, including any questions

about returning British subjects etc. The question is thus

confined to the restriction of the use of the London balances

of the Palestine banks, and the releases should be concentrated

on these. Under the normal drill, any new accruals of sterling

will be credited to free accounts. Since this is the

season when sterling flows in from Ministry of Food fruit

purchases, we need not worry unduly about working balances.

It is suggested that the position would be amply covered by

releases totalling /2l2 million, of which £4 would be called

working balances, and the remainder would be a release "in

respect of 1948". This is indeed a generous figure, by

comparison with Egypt or Iraq, but political considerations

no doubt make it essential to avoid any appearance of non-

cooperation. Consultation with the Bank of England as to

the apportionment of the £12 million between the banks

concerned.

(iii) Currency Board £43.2 million

No blocking action should be taken. The Board should

be treated as a resident in the U.K. (which it is) so that it

requires permission topay sterling to any resident outside the

sterling area. Blanket permission should be given for

payments in respect of Palestine Currency notes to be made

to the blocked account of any of the Palestine Banks for account

of the person presenting the notes. (The Banks would. also

have permission to pay sterling from blocked accounts in

exchange for Palestine notes.) Other payments of sterling /by
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by the Board would be subject to permission, which would

be given freely in the case of returning British nationals,

but rarely otherwise.

This means that, as in the case of India, 
the

circulation cannot be contracted to pay for 
imports in excess

of the total annual sterling. releases permitted. 
Palestine pounds

can be held either as a currency or as a 
bank balance in

Palestine, and can be turned into imports only to the extent

to which the import licensing regulations 
of Government

permit it. The import licensing policy itself must be conditioned

by the total annual sterling releases permitted. Balances

could not be transferred to other parts of the Sterling Area

(e.g. South Africa) in order to evade our control.

(iv) Loan to H.M.G. 20.8 million

No action seems called for.
n

6. The result of this action will almost certainly be to

leave Palestine in serious trouble over the 19.8 Balance of

Payments with the rest of the world. But Palestine must face

realities, and if she is ever to be viable, it must be by

achieving a balance on current account. Meanwhile, we cannot

bear the burden alone, and it is for American-Jewish money

to fill every gap caused by our restriction on the use of

sterling balances. If some of these dollars have to be turned

into sterling to meet a deficit with the sterling area, so

much the better.

7. American reactions

No doubt attempts will be made to misrepresent whatever

action we may take. But having regard to the explicit

provisions of the Anglo-American Financial Agreement, exception

cannot be taken to a reasonable limitation on the drawing down

of Palestine' s sterling balances. Although we have not blocked

any Colonial sterling, we have taken very vigorous steps to see

that they are not substantially reduced, and if we achieve our

objectives, we shall treat Palestine much more favourably

/than



than any Colony (except perhaps Ceylon). The proposals

above are already more favourable than the treatment given

to India, Egypt, Brazil, Uruguay etc.

8. Transjordan

It is very difficult to achieve a complete separation

of Transjordan funds from those of Palestine. But there need

be no objection to making a complete release, for use by

Trans jordan only, df any balances with the banks concerned

can segregate, as being assets of their Transjordan

branches. Notes had better follow the Palestine drill, at

least until Transjordan can arrange to use a separate

currency, in which case any Palestine notes circulating in

Transjordan could be redeemed against payment of sterling

by the Palestine Currency Board to the new Transjordan

Currency authority, whatever it is. Such sterling would

be free of restrictions, being in the hands of a resident

in the sterling area.

9. The Future =

(i) G-overnment balances would be released for payment

of the liabilities of the Government of Palestine.
-A,

0

(ii) Commercial balances would be gradually released

in the light of circumstances it is not yet possible to

foresee.

(iii) The assets of the Palestine Currency Board could 8

eventually be turned over to whatever new authority becomes

responsible for the Currency, against surrender of the

existing circulation as it was replaced by a new currency.

Any balances would have to remain as a reserve of the (old)

Currency Board against notes not collected by the new

authority, until some satisfactory arrangement could be

made to provide for the rights of their holders.

When the new Currency Authority comes into existence,

an adjustment will be necessary in the release mechanism,

so that the whole of the releases shall be under the control

/of



of the new Government, who will be able to apportion them

at their discretion.

10. Dollar Releases

In view of the American links, I see no need to

make any provision for convertibility into any currency

other than sterling. Palestine can utilise dollar

availability to secure any other currency she may need.

11. The Statistical Picture

Figures provided by the Bank of England are attached

to this memorandum.

22nd December, 1947
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PALESTINE: BALANCE OF PAYMENTS WITH REST OF WORLD

(Amounts in £ millions)

1. Palestine's Balance of Payments is at present dominated by two factors,

(a) heavy military expenditure by the U.K. and (b) support from Jews in America

both in cash and kind.

2. The attached statements (which in view of the intended withdrawal make

a purely arbitrary guess, at what military expenditure will be in 1948) exclude

goods imported free under the Jewish Agency Gift-dollar scheme. No figures for

such imports are available in London but by assuming them to be roughly equal to

the difference between recorded imports and recorded payments to U.S.A. and Canada/

(not an entirely satisfactory method over a short period) the balance of payments

on current account may be set out more revealingly as follows:-

£ millions 1946 1948

Imports (c.i.f.) 52 74 73
Exports (f.o.b.) 17 19 25

-- --- -

Deficit on visible trade -35 -55 -48
Net invisibles (including oil) - + 2 -1

Deficit on ordinary account -35 -53 -9

Jewish Agency Gifts
.(very conjectural)

: in cash + 6 +4 +5
: in kind + 3A + 7 + 5

- 25- -42 -39
Military expenditure + 23 +181 + 8 *

Cost of camps in Cypus - -l_ -2

Deficit on current account - 2- -24A -332
- - ---

3. So far as the U.K. is concerned the forecasts in the tables are mostly

based on Departmental estimates; those for U.S.A., Canada, South and Central

America are based on telegrams 1987 and 19 88A from Palestine.

4. The bulk of the expenditure during the first half of 1948 on the cost

of camps in Cyprus represents monies already owing and is due for early settlement.

5. As at present forecast Palestine' s sterling balances are likely to be

drawn down during 1948 by 332.

19th December, 1947.

The difference between imports from and payments to Canada suggests that Jewish

Agency dollars are also being used to purchase goods in Canada.



SECRE1

PALESTINE: BALANCE OF PAYMENTS WITH REST OF WORLD

1. CURRENT ACCOUNT

£ millions

PAYMENTS (
Imports (c.i.f.)'
United Kingdom
U.S.A.
Canada
S.& C.America
Turkey
Other

Refined oil(b)
Cost of camps in Cyprus
Invisibles: U.K.

: U.S.A.
: Other

Total identified payments

RECEIPTS

Exports & re-exports (f.p.)

United Kingdom
U.S.A.: Diamonds

: Other
Canada
S.& C.America
Other

Oil companies expenses
Military expenditure (d)
Invisibles: U.K.

: U.S.A.(e)
: Other

Total identified receipts

194+6 1947 L' 1948

Forecast

Year I II III IV Year I & I I III&IV Year

10.9 3.7 2.4 2.5 3.0 11.6 7.5 8.5 16.0
3.3 1.2 1.1 2.6 3.0 7.9 )

.7 .2 .2 .4 .5 1.3 ) 4.. 1.6 6.0
1.1 .2 .6 .5 .5 1.8 )
5.2 1.7 1.2 1.5 1.5 5.9 3.0 3.0 6.0

27. 8.6 9.6 10.0 10.0 8.2 20.0 Q.0 4.0

4.8.7 15.6 15.1 17.5 18.5 66.7 34.9 33.1 68.0

4.2 1.0 1.2 1.3 1.3 4.8 2.0 3.0 5.0
- 1.2 - - - 1.2 2.7 - 2.7

.7 .1 .1 .2 .2 .6 .3 .3 .6
1.0 .3 .2 .4 .4 1.3 .6 .6 1.2

?? ?

54.6 18.2 16.6 19.4 20.4 74.6 40.5 37.0 77.5

3.2 3.1 1.4 .8 2.5 7.8 8.3 4.9 13.2
4.6 .1 .1 .1. .1 .4

.5 - - - - -

.1 - - - - - .7 .9 1.6
---- - )

8.9 3.5 2.3 2.6 2.5 10.9 5.0 5.0 10.0

17.3 6.7 3.8 3.5 5.1 19.1 14.0 10.8 24.8

4.2 1.2 1.7 1.8 1.8 6.5 2.5 2.5 5.0
22.8 5.0 4.7 4.5 4.5 18.7 8.0 - 8.0

1.2 .7 .13 .3 .3 1.6 .6 .6 1.2
6.8 1.6 .9 1.0 .9 4.4. 2.5 2.5 5.0
? ? ?

52.3 15.2 11.4 11.1 1 12.6 50.3 27.6 44.0

(a) Excluding crude oil and oil companies equipment and also goods imported free under Jewish
Agency Gift-dollar Scheme.

(b) Payments to U.K. companies
(c) Excluding oil and oil products.
(d) Net of surplus stores disposals, N.A.A.F.I. remittances, etc. but for cost of camps in

Cyprus settled through the Crown Agents see PAvMENTS.
Including Zionist Gift-dollars surrendered.

f Goods to the value of a further 5.2 are expected free under the. Gift-dollar Scheme.

19th December, 1947
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PALESTINE: BALANCE OF PAYMENTS WITH REST OF WORLD -----

2. SUMMARY

2 millions

Identified transactions on
Current Account
Payments
Receipts

Surplus/Deficit

194.6 1948

Forecast

Year I II III IV Year I &II III&IV Year

54.6 18.2 16.6 19.4 20.4 74.6 40.5 37.0 77.5
52.3 15.2 11.4 11.1 12.6 50.3 27.6 16.4. 44..0

3.0 5.2 20.6

Errors and Omissions (a) .1 4.2 .7 .6 4.3

Identified inve stment/
disinvestment .8 1.2 4.5 8.9 7.8 20.0 12.9 20.6 33.5

3. CAPITAL ACCOUNT
£ millions

Net banking assets in U.K.()

increase/decrease

Government 3.9 .6 1.0

: Currency Board 4.9 3.8 1.9 2.0

commercial 1.1 .2 19.9

.1. 1.2 1.. 8.9_ 9 20.0 12.9 20.6

Recorded imports of gold. .7

Other capital movements(a) 
?

.8 1.2 . 7.8 20.0 .12._9 20..6 }

(a) There is reason to suppose that there have been considerable movements of capital into

Palestine on private account.

(b) At 30.11.47 Government
Currency Board
Commercial
Loan to H.M.G.

10.1
43.2 98.2
4i4.1 *

.8

19th December, 1947
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